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National Grid Transco is one of the
world's largest utilities, focused on
celivering energy safely, reliably
and efficiently.
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Ordinary
dividends

Net cash inflow from
operating activities

£3,154m

Adjusted f

£2.826m

Operatin
profit

Group
tionover

£9,400m

Earnings
per share

Ry s

£2,185m

Ad*ustod

£1,736m

17.20p

Group turnover Net cash inflow from

operating activities

Operating profit Earnings per share Ordinary dividends®

§2001/02 dividend is that of
National Grid

" Excludes impact of exceptional iterns
and goodwill amortisation

 Excludes impact of exceptional items * Exctudes impact of exceptionat items

and goodwill amortisation
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important notice

This Summary Financial Statement, as extracted
from the full Annual Report and Accounts, does
not contain sufficient information to.afiow for a
full understanding of the results of the Group
and the state of affairs of the Company or the
Group as would be provided by the full Annual
Report and Accounts.

The Auditors’ Report on the full financial
statements for the year ended 31 March 2003

was unqualified and did.not contain a statement -

cenceming accounting records or failure to
obtain necessary information and explanatlons

Shareholders who woutd like more; detalled
information may obtain a copy of the full Annual
Report and Accounts 2002/03 and request any
future full Annual Report and Accounts by
contacting Lloyds TS8 Registrars, whose details
are on the inside back cover.

. économic coddmons

Cautionary statement
This document contains certain statements that

are neither reported flnancial results nor other

historical information.

These statements are

forward-looking statements within the meaning
of Section 27A of the United States Securities .
Act of 1933, as amended, and Section 21E of

the United Stadtes Se:

curities Exchange Act of

1934, as amended. Because these forward-

looking statemients aj

risks and uncénainties, actual future results |

may differ matenally

rom those expressed in or

implied by su¢h statéments. Many of these

assumptions, risks a
factors that are beyo
ability to control or es
delays in obtaining of
contained in regulato
and industry restruct

v‘

d uncertainties relate to
nd Nationa! Grid Transco's
stimate precisely, such as *
adverse conditions

ry dpprovals, competition
pring, changesin =~
currency fluctyations,

e subject to assumptions,’

changes in interest and tax rates, changes in
energy market prices, changes in historical
weather patterns, changes in laws, regulations
or regulatory policies, developments in legal or ’
public policy doctrines, technological .
developments, the availability of new .
acquisition opportunities or the timing and-

"-'success of future acquisition opportunities.

Other factors that could cause actual results

._ to differ materially from those described in this

document include the ability to integrate
Niagara Mohawk and Lattice Group plc X
successfully within National Grid Transco or to”
realise synergies from such integration or the
failure to retain key management, unseasanal
weather impacting on demand for electricity

and gas, the behaviour of UK électricity market ~ '

participants on system balancing, the timing of

" amendments in prices to shippers in the UK gas -
. “market, the performance of the Group's pension

schemes and the regulatory treatment of
pension costs, and the impact of any potential
separation and disposal by the Group of any UK
gas distribution network(s). For a more detailed-
description of these assumptions, risks and
uncertainties, together with any other risk
factors, please see National'Grid Transco’s
filings with the'United States Securities and
Exchange Commission {and in particular the
‘Risk Factors’ and ‘Operating and Financial

' Review’ sections of its most recently filed -
Annual Report on 20-F). Readers are cautioned . !~ *

-not to place undue reliance on these forward- ..
looking statements, which speak only as of the
.date of this document. National Grid Transco
does nof undertake any obligation to release.
publicly any revisions to these forward-lookir

" statements to refiect events or circumstances -,

after the date of pubhcatmn of this document
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Group Summary

National Grid Transco is an international energy delivery business.
We are the UK’s largest investor-owned utility and one of the largest

worldwide.

We own and operate the gaé transmission and distribution systems
in Britain, which deliver gas to some 21 million homes, offices and
factories, and the high-voltage electricity transmission system in

England and Wales.

In the US, we are a major electricity delivery company, with one of
the largest electricity transmission and distribution systems in the
Northeast. In addition, we operate a gas distribution system in upstate

New York.

Our Businesses

' UK Distribution " UK Transmission

Gas - Electricity |

"Gas

- M 172,000 miles of distribution pipelines W 4,500 miles of high-voitage .-

. M Distributes gas on behalf of gas -
shippers and suppliers to around
21 million consumers .

. @ Operates the free national gas.
emergency number: 0800 111 999

B Around six mitlion calls dealt with

Cin 2002/03 .

of undergrourpd cable

' ® 200 supply points to distribution
companies and large users.

- separate site‘a )

.(_'_US Transmlssmn and Dlstrlbutlon

overhead line,and 400 miles ,. - ,

= 60 entry pomLs to the netwdrk -

| 340 s’ubstaﬂcns at around 230

" m 4,100 miles of high pressure pipeling -

" Gas comes ashore at six beach
. terminals

l 150 offtake points for the elght
distribution Networks

'@ Gas pumped around the system

by 24 compressors K

: Othe'r buSinesééé S

ST Gas R

A./v

' l Approximately 550 000 gas
R customers over a dlstrlbutlon
" petwork of 8, 000 mlles i

.I 3.2 mllhon electrlc:ty customers ;
- New York“ s

“overa. distribution network of 72 000»1‘
mlles m New York and New England

\ on—regulated busmesses prov;de

Metering and meter reading servxces s
Communlcatxons mfrastructure -

. solutions..:
Interconnectors between natxonal
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Chairman’s
Statement

As your Chairman, may | welcome you to
this, our first Annual Review for National
Grid Transco which was created last
October through the merger of National
Grid and Lattice (the ‘Merger’). it brought
together two groups, both of which already
had worid-leading reputations for cperating
complex energy networks. Combined, we
are the UK’s largest investor-owned utility
and one of the largest worldwide.

Uniquely, our skills and strategy are focused
on energy delivery and infrastructure. We
own and operate the major part of Britain’s
gas transmission and distribution systems
and the electricity transmission system in
England and Wales. We are one of the top
ten electricity delivery companies in the US
and operate a gas distribution network in
upstate New York.

Our vision is to develop a modern,
progressive, forward-looking company that
benefits all our stakeholders. This means
continuing to operate and grow a safe and
reliable electricity and gas transmission and
distribution business. We do so with the
conviction that ever greater levels of safety
and efficiency, coupled with high service
standards, can be achieved through the
application of technology and innovation.
in addition, under well-designed regulatory
incentives, such gains benefit shareholders
and consumers alike. Delivering this vision
provides a safely-managed and stimulating
environment for all our employess. We will
also, very selectively, transfer our network
skills to other simitar markets when long-
term value creation opportunities arise.

Group resuits and dividend

In our first year as National Grid Transco,
we have been keenly focused on delivering
against our published targets. We have
made excellent progress across the Group
in meeting our key operational goals. In
both the UK and the US, our core
businesses are meeting or outperforming
against targets for reducing costs. At the
same time, we are maintaining our solid
record of delivering energy safely, reliably
and with high standards of customer

National Grid Transco, created from the merger
of National Grid and Lattice, brought together
two groups with world-leading reputations for
operating complex energy networks. Combined,
we are the UK’s largest investor-owned utility
and one of the largest worldwide.

service as well as effectively implementing
our integration plans.

Group turnover increased during the year by
24%, from £7.6 bilion to £9.4 billion, largely
due to the contribution from the New York
operation (Niagara Mohawk) of National Grid
USA, which joined the Group on 31 January
2002.

Total operating profit before exceptional
items and goodwill amortisation for the
year increased 23%, representing strong
performance from all our regulated
operations in the UK and US and the first
full-year contribution from the New York
operation.

Adjusted earnings per share was

28.3 pence, down from 30.8 pence in
2001/02, the fall reflecting the benefit of
releasing tax provisions last year.

The Board is recommending a final dividend
of 10.34 pence per cordinary share. This
brings the total dividend for the year to
17.20 pence per ordinary share, a 7.2%
increase compared with last year’s National
Grid payment, in line with our am to
increase dividends per ordinary share by
5% in real terms in each financial year to
31 March 2006.

The final dividend per American Depositary
Share (ADS) proposed by the Board is
$0.8396, bringing the total dividend for the
year to $1.3748 per ADS.

Sound governance

On both sides of the Atlantic, corporate
governance practice has recently been
the subject of considerable review, public
debate and new legislation. From the
outset of the Merger, the Board has been
determined to ensure that the Group has in
place the highest standards of corporate
governance. We have also taken particular
care to ensure that all procedures, policies
and authorities, as well as the Board and
committee structure, match these
objectives.

In the UK, the recent '‘Review of the role
and effectiveness of non-executive directors’ ™
by Derek Higgs proposed a number of
changes. It is expected that later this year
the Financial Reporting Councit will confirm
the final modifications to the Combined
Code. | am confident that, following a
modest number of appropriate adjustments,
we will be well placed to comply with the
majority of the recommendations contained
in the Higgs Review.

In the US, the passage of the Sarbanes-
Oxley Act has increased the corporate
governance requirements for the Group.
Significant work has already been
undertaken and will continue to ensure
we fully meet our obligations.

We are committed to operating our
business and building shareholder value in
a sustainable manner. As a responsible
business, we work to ensure that high
standards of financial performance are
matched by social and environmental
responsibility. On behalf of the Beard,
responsibility for oversight of health, safety,
environment and social involvement rests
with the Risk and Responsibility Committee
which is chaired by James Ross, our
Deputy Chairman. The Committee works
closely with the Audit Committee to
provide assurance to the Board that al!
significant risks within the Group have been
thoroughly assessed and are managed
through sound systems of internal control.

Above all, safety is our paramount concern.
In the UK, we continue to undertake major
investment in maintaining the gas
distribution infrastructure, spending over
£400 miflion in the year on replacing
metallic pipes to ensure we deliver gas
safely. It is against this background that we
deeply regret that three members of the
public died as a result of gas explosions
associated with Transco’s operations in the
UK during the year. Whenever such events
cccur it is important to understand the
reasons and therefore we cooperate fully
with the relevant authorities in their
investigations and apply any lessons to

be learned as soon as possible.




Energy policy

Energy policy continues to e high on the
agenda in the UK, Europe and US,
especially over issues regarding security
and diversity of supply. In February 2003,
the UK Government published a White
Paper outlining its proposals for future
energy policy.

The White Paper rightly recognises the
importance of robust and fiexible
infrastructure for the transmission and
distribution of both gas and electricity to
realise the Government’s policy objectives.
In the case of gas, Transco’s National
Transmission System will need to adapt to
the growing proportion of gas and
Liquefied Natural Gas (LNG) imports from
a variety of landing points.

For electricity, the regulatory arrangements
for National Grid Company’s essential role

in connecting the new sources of renewable
energy to the market, and balancing their
intermittency, will be cruciat to delivery of the
White Paper's objectives. We are working
closely with the Government to meet these
new challenges.

In the US, although deliberations are

far from complete, Congress is currently
considering comprehensive energy
legislation which includes a number of

provisions that are important to National
Grid USA's ongoing operations and
business development efforts. Among
other things, Congress is considering the
repeal of the Public Utility Holding
Company Act, which would streamline
regulation in the US, and the enactment
of several provisions that would promote
electricity transmission infrastructure
development.

National Grid Transco people

None of this year's achievements would
have been possible without the skills,
dedication and enthusiasm of National Grid
Transco people. | would therefore like to
extend my thanks to all our employees for
their commitment to delivering our success
and willingness to embrace change.

The Merger saw a number of changes

to the Board and | am grateful to all the
Directors who have served on the Boards
of National Grid and Lattice throughout the
year. National Grid Transco is fortunate in
having a very strong and committed team
of Directors, which was further
strengthened by the addition of Nick
Winser to the Board in April 2003 as an
Executive Director. He has assumed
responsibility for our UK and US
transmission operations, having previously
been Chief Operating Officer of our

transmission operations in the US. Steve
Holliday, previously responsible for our
transmission operations, has taken over
as Executive Director with responsibility for
UK gas distribution. Rick Sergel retains
responsibility for our US distribution
business. Edward Astle, responsible for
our non-regulated businesses, is also now
responsible for business development.

Outlook

Our Group-wide cost reduction and
synergy creation programmes are
exceeding our targets. We are confident
that 2003/04 will be another strong year
for the Group.
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Chief Executive’s

: . National Grid Transco’s success and reputation
Operational Review

as a world-class business depend on the safe,
reliable and efficient delivery of energy, around

the clock, 365 days a year.

Strategy

National Grid Transco is one of the world’s
leading energy delivery companies. Our
core skills lie in the design, development,
operation and maintenance of complex
energy networks under performance-
based regulatory incentives. We manage
these networks to the highest standards of
safety, reliability and customer service.

We have also transferred our network skills
to related markets in the UK and US.

We aim to deliver world-class operating
and financial performance in order to
provide superior returns and grow value for
shareholders. To achieve this we must:

* continue to earn our reputation for
innovation and continuous improvement
to achieve leading standards of efficiency,
safety, reliability and customer service;

continue the productive and professional
conduct of regulatory relationships to
deliver innovative, performance-based
agreements which provide benefits for
investors and consumers;

continue to develop our unique
experience and expertise in providing the
infrastructure, commercial arrangements
and related systems that provide the
essential basis for competitive electricity
and gas markets;

transfer best practices across businesses
and functions and realise integration
synergies in electricity and gas
transmission and distribution;

exploit our core skills, assets and scale
to pursue-selected growth opportunities
in infrastructure and related services; and

manage our businesses in accordance
with the culture and behavioural values
needed for the responsible, long-term
stewardship of vital infrastructure assets
—our ‘Framework for Responsible
Business'.

Our businesses

In the UK, through Transco, we own,
operate and develop Britain's natural gas
transmission and distribution systems, and
through National Grid Company, the high-
voltage electricity transmission system in
England and Wales. In the US, National
Grid USA's distribution networks serve
electricity customers in the Northeast and
gas customers in upstate New York.

Qur portfolio of non-regulated businesses
which includes metering, communications
infrastructure and interconnectors is
selectively utilising our core skills and
assets.

Business performance

Last year saw excellent progress in
delivering our strategy. Each of our
businesses maintained aggressive cost-
cutting and improved efficiency, and we
delivered over £140 million in real savings
for the year ended 31 March 2003 alone.
We continue to deliver significant
outperformance in the UK electricity
business and to date we have achieved real
reductions of 22%. In our UK gas business,
we met the first-year target to reduce
operating costs by 6.3% in real terms.

In the US, we are progressing well in
integrating the New England and New York
operations. We have already achieved a
reduction of 6.5%.

The Group has made good progress in
securing the savings related to the National
Grid and Lattice merger. The two previous
London headquarters were brought
together on the day we completed the
Merger, and we are in the process of
moving to our new operational centre in
Warwick.

The combined UK gas and electricity
transmission businesses have identified
savings and efficiencies above our original
targets. We are now confident of achieving
at least £135 million annualised synergy
savings, the great majority of which will be
achieved by March 2004.




Right Construction of a new 43-mile, 48-inch high
pressure pipeline between St Fergus Terminal and

Aberdeen Compressor Station in Scotland is part of our
investment programme to meet increased gas demand.

Far right National Grid Company’s control room for
England and Wales, where supply and demand are
balanced on a second-by-second basis in what is
perhaps the most sophisticated and liberalised
wholesale electricity market in the world.

UK gas distribution

Our gas distribution business in the UK is
organised into eight regional Networks and
consists of some 172,000 miles of
distribution pipeline. 1t is the largest
integrated gas system in the EU. Gas is
transported on behalf of approximately 70
active gas shippers from the National
Transmission Systemn to around 21 milion
consumers and also to third party pipeline
systems. Transco is responsible for the
safety, development and maintenance of
the transportation system and also operates
the national gas emergency service.

Adjusted operating profit from Transco’s
eight gas distribution Networks rose by
£6 million to £554 million and controllable
costs were £26 million lower than in the
previous year. The replacement
expenditure (‘repex’} on UK gas mains
totalled £405 million in the year. Qur
performance under the new repex
incentive mechanism has been
encouraging, and we earned an estimated
£15 million in the first year.

Separation of Transco’s distribution price
control into eight regional price controls is
well advanced, and Ofgem is due to
publish its final proposals shortly. We are
also in detailed discussions with Ofgem on
the many regulatory issues associated with
the separation and potential sale of
individual Networks. We expect Ofgem to
publish a consuitation document on these
issues later this summer. However, the
process will require extensive consultations
across the gas industry, including detailed
discussions with the Health and Safety
Executive, which are likely to take many
months to complete. We are committed to
retaining a major presence in the UK gas
distribution business but will consider the
sale of one or more individual Networks if
this were to maximise shareholder value.

UK electricity and gas transmission
The UK electricity and gas transmission
business comprises National Grid
Company’s high-voltage electricity
transmission network in England and

UK gas

Transco transports gas for around 70 active shippers from coastal terminals to consumers’ meters, delivering gas
to arcund 21 million consumers. Transco also operates the 24-hour 365 days a year national gas emergency service.

Rig

Gas comes from producers’ operating
rigs in 100 or so fields beneath \he sea
around the British Isles and through the
interconnector with mainland Eurcpe

Terminal
Gas comes onshore to lerminals where
Transco takes over responsibility for

Compressor

transporting it

Ensures gas travels through high pressure
part of system at up to 85 bar/1,230 pst

LLiqueﬁed Natural Gas (LNG) Storage

Underground Storage

Uniike electricity, gas can be stored
in a number of ways:

* LNG

underground in salt cavities

in depleted gas fields offshore

in underground pipefines

Compressor

in gas holders

24 compressor stations push gas through
the system

Pressure Reduction Station
Gas pressure is reduced for delivery
through low pressure pipes to consumers

Llndustrial |

Distribution Networks Offtake Point
There are 150 offtake points for the eight
Networks to take gas into local systems

l Governors

[@ 1 Domestic and Commercial

Wales as well as Transco's gas
transmission network in Britain. It consists
of approximately 4,500 miles of overhead
line, approximately 400 miles of
underground cable and some 340
substations at around 230 separate sites.
Day-to-day operation of the transmission
system involves the continuous matching
of generation output with demand for
electricity, ensuring the stability and
security of the power system and the
maintenance of satisfactory voltage and
frequency. The gas transmission system
in Britain comprises approximately

4,100 miles of high pressure pipe, six
beach terminals and 24 compressor
stations, connecting to Transco’s
distribution Networks.

The business continued to deliver strong
performance, achieving adjusted operating
profits of £846 million, an increase of

£65 million over the previous year.
Operating highlights included further
significant reductions in controllable costs
and strong performance under the
electricity System Operator incentive
scheme.
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Right National Grid USA deals with weather extremes
cluring both the summer and winter. In some aieas last
vear, temperatures ranged from a high of over 37°C
during the summer 1o a low of -24°C duing the winter
Far right Transco is responsible for the safety of
Britain's national gas pipeline system 24 hours a day.
365 days a year. Around six milion telephone calls were
made throughout the year 1o the three national call
centres that operate the free national gas emergency
number — 0800 111 999.7

“ Al calls are recorded and may be monitored.

US electricity and gas networks
National Grid USA delivers electricity and
gas in the northeastern US. Electricity
distribution serves approximately 3.2 million
electricity customers over a network of
72,000 miles. Electricity transmission
maintains a network of 14,000 miles.

in addition, we serve approximately
550,000 gas customers over a distribution
network of 8,000 miles.

The business delivered good results, with
cost-cutting and favourable weather
conditions offsetting the impact of the
sluggish economy, a weakened US dollar
and increased pension costs. The US
businesses contributed £699 million to
adjusted operating profit, compared

with £370 million for the previous year,
reflecting a full-year contribution from our
New York operations. Adjusted operating
profit for electricity distribution amounted
to £513 million in 2002/03, compared
with £266 million in 2001/02; electricity
transmission amounted to £128 million in
2002/03, compared with £87 million in
2001/02; and gas distribution amounted to
£58 million in 2002/03, compared with
£17 million in 2001/02. Operating profit
for 2001/02 included two months of
results for Niagara Mohawk, which was
acquired on 31 January 2002.

The development of regional electricity
markets and the associated electricity
transmission restructuring in the US

‘d;as pipelines

176,00
SOO

miles
m Britain

mlles in
northeastern US




continues to make progress. In June 2002,
we announced the establishment of
GridAmerica, an independent transmission
company. Following receipt of the rermaining
regulatory approvals, we expect it to begin
operations in autumn 2003, managing the
transmission assets of three midwestern
utilities: Ameren, First Energy and Northern
Indiana Public Service Company. These
assets span over 14,000 miles of
transmission lines.

Non-regulated businesses

Our portfolio of non-regulated businesses
in the field of infrastructure provision and
related services is selectively utilising our
core skills and assets in areas such as
metering, communications infrastructure,

interconnectors, gas connections and
property. During the year, we have made
real progress in refocusing our non-
regulated businesses and improving their
safety and operational performance.

Our competitive metering business,
OnStream, was awarded four contracts by
British Gas Trading (Centrica) to provide
metering services for around 11 million
domestic gas and electricity customers in
Britain.

We continue to make progress in
developing Gridcom which provides
communications infrastructure and related
services to fibre and wireless network
operators in the UK and northeastern US.

Far left National Grid USA performs regular
maintenance on a 72.000-mile distribution network

in order to maintain refiable electricity services to

3.2 million customers in the northeastern US.

Left Gridcom’s towers can accommodate multiple
telecommunications operators by site sharing. It actively
promotes such site sharing to UK mobile operators to
prevent a proliferation of masts and lessen the impact
on the environment.

We are adding to our successful
interconnector business the £300 million
Basslink project to build, own and operate
an interconnector between the Australian
maintand and Tasmania. Final approval for
the project from federal and state
Government in Australia was received
during the year and it is due for completion
in late 2005.

Our withdrawat from altnet (alternative
telecoms network) investments is nearly
complete. During the year, we sold our
stakes in Manquehue net and Silica
Networks and restructured our
shareholding in Energis Polska. We also
sold the assets of 1868k, our fibre optic
network business.
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Far left National Grid USA's training centre in
Massachusetts houses more than a dozen classrooms,
conference rooms and hands-on skills training areas.
The centre includes outdoor ‘laboratories’ where
students train on overhead and underground electricity
distribution equipment such as transformers, poles
and a working substation,

Left Niagara Mohawk, which serves 550,000 gas
customers in upstate New York, has a programme
under way to replace older bare steel and cast iron
mains that may be at risk of corrosion.

UK electricity

National Grid Company transports electricity and balances the system on a second-by-second basis, delivering electricity o
frorn generators and interconnectors to 12 regional electricity companies for iocal distribution to over 24 million consurmers

and directly to a small number of large industrial users.

gas

nuclear

coal

renewables, eg wind
and imported via:
interconnectors

Electricity generated frorm:
.
.
.
.

Transmission

Nationat Grid Company transmits
electricity at 275 kV or 400 kV. Generation
must be balanced with demand

second by second. National Grid
Company has one hour to ensure the
system is balanced and supplies
maintained

National Grid Company
responsibility ends

il
Large Industrial User . I
Connected at 132 kV or below

Primary Distribution Substation
Reduces the voltage ta 11 kV, 33 kV
] or 66 kv

industrial User
Connected at 66 kV or below

Entry Point

The voltage is increased to the
{ransmission voltage of 275 KV or 400 kV,
where National Grid Company takes over
the transmission responsibility for the
electricity

Grid Supply Paint

National Grid Company reduces

the voltage 10132 kV for distribution
companies and/or large industrial users

i
Iﬂ_ﬂ[l:, Large industrial User

Connected to the transmission system
at 400 kV or below

Primary Distribution Substation
Reduces the voltage to 11 kV, 33 kV
or 66 kv

Secondary Distribution Substation
Reduces the voltage to 230 V

Residential and Commercial
Users connected at 230 V

Delivering energy - safely...

The electricity and gas we deliver is
ssential to the countries and regions in

which we operate. It is of paramount

importance to us that we do so safely

and we work to safeguard the public in

all that we do.

Across the Group, we have a goal of zero
injuries to employees and, for the year
ended 31 March 2003, the rate of injuries
resulting in fost time decreased by up to
48% across our major cperations
compared with 2001/02. In our drive for
continuous improvement, we investigate

all incidents to ensure that the lessons are
learned and communicated. Last year, we
also audited the progress made in safety
management since the assessment of
National Grid's operations in the UK and
US by DuPont in 2001. In January 2003,
we invited DuPont to carry out a safety
assessment of Transco.

in the UK, Transco has successfully
completed its demanding programme

to replace 1,500 miles of medium pressure
mains made of ductile iron. We have also
commenced a long-term programme to
replace all metallic mains within 30 metres




of buildings with modern polyethylene
pipes that should reduce further the risk
of gas leaks from the system.

In the US, we have a programme under
way to replace older bare steel and cast
iron gas mains that may be at risk of
deteriorating.

...with year-round reliability...
We must also deliver energy reliably,
especially during extremes of weather.
The winter of 2002/03 saw the highest
demands for electricity and gas ever
recorded in the UK. The electricity
transmission network in England and
Wales carried a record 54.4 GW on

10 December 2002 - up more than 5%
from the previous peak and the largest
percentage increase in demand since 1995.

The record maximum daily demand for
gas in Britain of 450 million cubic metres
was met on 7 January 2003. This also
represented an increase of over 5% on
the previous peak.

In the US, there were extremes of both hot
and cold weather, with temperatures that
ranged from a high of over 37°C during
the summer to a low of -24°C during the
winter. The need for summer air
conditioning and winter heating increased
the demand for energy. In the New
England region, all-time peak electricity
demand records were set in both the
summer and winter.

The weather in the US, however, also
included a significant number of ice and
snow storms that caused outages, including
a very severe ice storrn in New York in early
April 2003 that cut off power to more than a
quarter of a million of our customers. Itis a
credit to the dedication and professionalism
of our employees that we were able to
restore power quickly with many tributes
received from the customers affected.

...and with high service standards
We operate the national gas emergency
service. During the year, staff in three
national call centres dealt with around six
million telephone calls from the pubitic.
Safety-related targets continued to be
exceeded, with 99% of ‘uncontrolled’ gas
escapes (where the gas leak cannot be
controlled by turning the gas supply off at
the meter) attended within one hour. 99%
of ‘controlled’ gas escapes (where the gas
leak can be controlled at the meter) were
attended within two hours.

In the US, we also work towards service
quality standards set by the state
regulators. During the year, we had mixed
results in the area of reliability, which
measures the frequency and duration of
outages. While in New York and Rhode
island we met our targets, we fell short in
Massachusetts. As a result, major
construction efforts are under way to
improve reliability in the distribution
infrastructure through the upgrade of low-
voltage power supply lines (feeders) in New
England and the completion of four new
substations.

Customer satisfaction is higher and billing
accuracy and efficiency have been
improved in the US through our Automated
Meter Reading (AMR) project. AMR
enables us 1o read up to 15,000 meters a
day using a specially equipped van,
compared with approximately 400 meters
per day by a meter reader. AMR provides
accurate reads, which means fewer
customer calls about bills and fewer
regulatory complaints.

We also work closely with our customers
in the US and UK to improve their energy
efficiency. Five of the programmes offered
in New England were among the 31
nominations selected as the nation’s best
by the American Council for an Energy-
Efficient Economy. In Britain, our Affordable
Warmth programme is a leading
contributor to the eradication of fuel
poverty — a prime Government objective.

Far left At Transco’s national control centre, gas
pressures and flows are monitored to ensure the
continuous balancing of supply and demand.

Left National Grid USA has introduced Automated
Meter Reading (AMR), which allows customers’ meters
to be read using radio signals transmitted to a
computer in a company van. This enables up to 15,000
meters to be read compared with 400 meters per day
by a meter reader.
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Operating responsibly

The past year has seen an increasing
emphasis on the way in which companies
manage their affairs and the arrangements
they have put in place to ensure effective
corporate governance.

Our Framework for Responsible Business,
developed with the help of our employees
and external stakeholders, sets out the
principles by which we will manage our
business to deliver long-term value. It
provides the context for our approach to
corporate governance and is supported by
Group-wide policies addressing issues such
as safety, environment and business ethics.

We are proud of our achievements in this
area. This year we have been listed in the
top 20% of the UK Business in the
Community’s Corporate Responsibility
Index and the ‘Premier League’ of the
associated environmental index. We
have also been rated by certain fund
managers as an ‘industry leader’, for

our management of environmental and
social issues.

This financial year has also seen us enter
the FTSE4Good and Dow Jones
Sustainability Indices, at a time when these
issues are taking on greater importance for
the investment community.

We place great emphasis on the
relationships we have with the local
communities we serve. We have
established the National Grid Transco
Foundation to bring our business expertise,
knowledge and resources to bear on social
and environmental issues faced by
communities. It is also the means through
which our UK employees can become
actively involved in community activities.

In recent years there has been a shortage
of skilled engineers and technicians across
the UK. The Foundation has been involved
in developing a pilot scheme to address

this shortage. We have trained young
offenders in gas distribution and

streetworks and they have found jobs

with National Grid Transco and our
engineering contractors.

Electricity transmis

14,000

:
l[onn_etworks

milesin =
northeastern US

4 500 miles in England
; and Wales




Most encouragingly, experience shows that
there is a dramatically reduced inclination
to re-offend among these young pecple.
The UK Government is therefore
considering how this scheme might be
applied nationwide, under the leadership
of Sir John Parker.

Last year we gave some £3.4 million

(US $5.4 million) to charitable causes in
the US. This included support for needy
populations through a fuel-assistance
programme similar to our Affordable
Warmth programme in Britain. It also
included an educationat services
programme that distributed more than
200,000 instructional booklets on various
energy topics to students and held more
than 2,000 classroom safety presentations
reaching more than 50,000 children.

A foundation for the future

We have successfully established National
Grid Transco as the world’s foremost
company specialising in the ownership and
operation of the advanced networks that
provide the essential basis for competitive
electricity and gas markets. Our challenge
is to build on this achievement to the
benefit of our employees, our shareholders
and the millions of customers served by
our networks.

investe
award-
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Operating Responsibly

We recognise that as one of the world's
largest utilities we have long-term
responsibilities that form an important
part of our wish to create value for our
shareholders. Full details of our approach
to operating responsibly can be accessed
via our website, www.ngtgroup.com.

Our Framework for

Responsible Business

Our Framework for Responsible Business
(the ‘Framework’) defines the sort of
business we are, sets the context in which
we cperate, and helps us achieve the right
balance between economic, environmental
and social factors. We have built our
Framework around three goals that clearly
define our desire to be a company with a
long-term future:

Sustainable growth

We are constantly looking to expand and
grow our business by transferring our skills
to new markets. Growth needs to be
sustainable if we are 1o bring long-term
value to our shareholders and others.

Profits with responsibility

For our business to be sustainable, we
must be profitable. However, increasing
our profitability at any cost is neither
sustainable nor acceptable. We therefore
have to be responsible in the way in which
we generate our profits.

Investing in the future

As a responsible business, our commercial
success enables us to invest in the future
in a way that benefits our shareholders, our
employees, the enwironment and society.
This investment is a reflection of our desire
to be a long-term business.

Driving our governance

in a climate where the governance
arrangements in large companies are
increasingly under scrutiny, the Board

has implemented a transparent approach,
driven by our Framework and underpinned
by a suite of policies.

Overall responsibility for matters of
corporate responsibility rests with the Board

In merging National Grid and Lattice we
recognised that it was essential to build upon
the approach to corporate responsibility that
both companies had been developing in

recent years.

which has established the Risk and
Responsibility Committee chaired by James
Ross, Deputy Chairman, to ensure that
these areas are reviewed in appropriate
depth. The Committee has responsibility for
reviewing the non-financial risks, strategies,
policies, management, targets and
performance of the Group, and where
appropriate, our suppliers and contractors.

A safe way of working

We believe that safety is paramount and
that all work-related injuries and illnesses
are preventable. A new Group-wide Safety
and Occupational Health policy was
approved by the Board in December
2002. The policy establishes our strategic
aims and each of our businesses will be
audited to ensure it is transferring the
policy into practice.

During 2002/03, our operations have not
resulted in any fatalities to our employees or
contractors, and the rate of injuries resulting
in lost time has decreased by up to 46%
across our major operations compared with
2001/02. However 269 of our employees
were involved in accidents which led to
their taking time off work. As with all our
incidents, these are being investigated to
ensure that lessons are learned and
communicated throughout the Group. We
monitor our Lost Time Incidents across the
Group and report them monthly to the
Executive Committee and Board.

Protecting the public

We aim to safeguard the public in everything
we do. Despite our best efforts, regrettably
three members of the public died as a result
of gas explosions associated with Transco’s
operations in the UK during the year. As a
result of a fatal accident in Larkhall,
Lanarkshire in December 1999 in which four
people died, the Crown Office in Scotland
served an indictment on Transco in February
2003. This charges that company with
culpable homicide with an alternative charge
of a contravention of Sections 3 and 33 of
the Health and Safety at Work Act 1974.
Charging that company with culpable
homicide is unprecedented under Scots law
and therefore before a full trial can proceed,

a number of fundamental legal issues
associated with the indictment are required =
to be resolved.

Working with contractors

Contractors are selected from an approved
vendor list that requires submission to

a safety and environmental review.

For the pumose of safety management,
contractors are treated like, and receive
safety briefings alongside, direct
employees. Our contractors recognise that
we have high safety standards and,
especially for large projects, safety is at the
forefront from tender to project completion.

We have, during the financial year, removed
contractors from jobs because of our
concerns over their ability to operate safely.

Environment

We were not prosecuted by any
environmental regulatory body for an
environmental offence during this financial
year.

The operation of environmental
management systems (EMSs) in our
businesses provides the Executive
Directors with direct assurance that our
approach is robust and properly focused
on significant environmental risks and
liabilities. In the US, our New England
electricity transmission system is certified
to 1ISO 14001 and our New York electricity
transmission system conforms to 1SO
14001 and will receive a registration audit
in June 2003. Our US electricity and gas
distribution businesses have developed
EMSs that conform to ISO 14001. We are
evaluating the merits of seeking 1SO 14001
registration for our US distribution
businesses. The majority of our UK
operations are certified to ISO 14001. Over
80% of our employees operate with

ISO 14001 certified or compatible systems.

In March 2003, we were one of 18
companies (out of over 200) placed in the
premier league of Business in the
Community's 7th BiE Index of Corporate
Environmental Engagement.




Electric and magnetic fields

In December 2002, we published our
position statement on electric and magnetic
fields (EMFs) making & clear commitment to
playing a constructive and proactive role on
this issue. The balance of scientific evidence
indicates that EMFs do not lead to adverse
health effects. However, we recognise that
some people still have concerns about
EMFs and we make information and advice
available whenever requested. We comply
with the standards, guidelines and
regulations in force on EMFs in the
countries and states in which we operate.

Contaminated land

We continue to manage our inherited
portfolio of potentially contaminated land.
This contamination has mainly arisen from
the historic manufacture of gas from coal
and oil, and from older electrical substations
where there is a risk that the ground may
have been contaminated with oil in the
past through accidental spilage or leakage
from equipment. The sites of former
manufactured gas plants can sometimes
have a complex mix of contamination
dating back to the 19th century.

Climate change

Across our operations the largest source
of greenhouse gas emissions is methane
leakage from the Transco distribution
network. Most leakage is associated with
the joints on older cast iron parts of the
low pressure gas network. Cast iron makes
up 37% of the distribution system and, as
this pipe is replaced by polyethylene, the
level of methane emissions will be gradually
reduced. A detailed analysis of cur
greenhouse gas emissions is available on
our website.

Our people

We have reviewed our Human Resources
policies and condensed them into a high-
level Group-wide policy. We aim to foster a
learning environment where all our
employees can realise their full potential.
Each business is updating procedures to
cover the areas of Diversity, Learning &
Development, Performance Management,

Reward Framework, Recruitment &
Selection and Flexible Working. Whilst
achieving the standards set in the Group-
wide policy, these procedures will reflect
local cultures and practices.

Across the Group we are realigning the
profile of our workforce with the challenges
that we will be facing in the coming years.
Throughout this process, we have
consulted with trade union representatives
and our employees and we aim wherever
possible to achieve redundancies either
through early retirement or voluntarily.

We are committed to being an equal
opportunity employer, encouraging diversity
and avoiding any discrimination on the
grounds of race, colour, refigion, political
opinion, nationality, gender, disability,
sexual orientation, age, social status and
origin, indigenous status or other status
unrelated to the individual's ability to
perform his or her work.

Working with others

We have a diverse range of external
stakeholders from customers, consumers,
suppliers, contractors, Government, non-
governmental organisations, regulators,
grantors and action groups. In our dealings
with external audiences we strive to be
open and constructive.

Our customers

In the US, we work closely with our
customers to improve their energy
sfficiency and five of the programmes
offered by our New England electricity
distribution companies were among the 31
nominations selected as the nation's best
by the American Council for an Energy-
Efficient Economy.

In the UK, Transco has continued to focus
on service delivery to the 21 million gas
consumers. Throughout 2002, Transco has
surveyed and measured consumer views
on its key consumer products and services.
This indicates that consumers are generally
satisfied with the quality of service being
provided.

Far left Paper-making at National Grid Company’s
Pelham Centre for the Environment, Hertfordshire, UK.
In addition to term-time visits, schoclchildren can
attend holiday play schemes where activities boost
their awareness of the natural world.

Left In a pilot project with the children’s charity NCH,
National Grid Transco Foundation aims 1o raise the
educational achievements of young people in care. At
an NCH Family Centre in London, the Foundation has
installed self-contained learning workstations for cared
for children.

Qur suppliers

As a Group with a capital programme of ™
over £1.5 billion we recognise the positive
impact that good procurement practices
and standards can have on the quality of
our supply chain. We aim to create
strategic supplier relationships. These
provide the opportunity to work with
suppliers to improve their performance and
provide key suppliers with an appreciation
of our business needs, while maintaining
or improving safety standards. The safety,
health, environmental and quality
performance of suppliers is considered

as part of the tendering process.

Local communities

We believe it is possible to create

both shareholder value and social value
~ these aims need not be in conflict. We
place great emphasis on the relationships
we have with the local communities we
serve and the wider social needs of the
societies in which we operate. The
principal focus of our investment is on
three themes:

* Regenerating local communities
* Improving the environment
* Education and skills

During 2002/03, we invested about
£5.5 million and £3.4 million respectively
in the UK and US in our community
investment programmes.

Grantors

The continued safe and reliable operation
of a national infrastructure, such as the
eleciricity transmission network in England
and Wales, involves maintaining good
working relationships with the owners and
occupiers of land on which our assets are
installed and over, or under, whose land
our lines cross. We have more than 19,000
different land owners and occupiers
throughout the UK - whom we call
‘grantors’. We provide a point of contact
for all grantors and our quarterly grantors
newsletter ‘Gridline’ provides them with
timely and relevant information.
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:

Board of Directors

01 Sir John Parker

Chairman

{appointed October 2002) (N*)

Sir John Parker became Chairman of

the Group following the Merger, having
been Chairman of Lattice Group since

its Dermerger from BG Group in 2000.

He had previously been a Non-executive
Director of BG from 1997. Sir John's
career has encompassed the engineering,
shipbuilding and defence industries.

He is Chairman of RMC Group plc and

a Non-executive Director of Brambles
industries plc and Carnival plc. Sir John

is a former Chairman and Chief Executive
of Harland & Wolff pic and Babcock
International Group PLC. He is a Fellow of
the Royal Academy of Engineering. {Age 61)

Board Committees:

02 James Ross

Deputy Chairman and

Senior Independent Director

{first appointed March 1999) (R&R")

James Ross was appointed as Non-
executive Director and Deputy Chairman
of National Grid in March 1999, becoming
Chairman in July 1998. Following the
Merger, he became Deputy Chairman and
Senior independent Director. He is a Non-
executive Director of McGraw Hill and of
Datacard, both based in the US, and of
Schneider Electric based in France. He was
Chairman of Littlewoods plc from 1996 to
April 2002 and was Chief Executive of
Cable and Wireless plc from 1992 to 1935.
Previously, he was Managing Director of
the British Petraleurn Company plc and
Chairman and CEQ of BP America. At BP
he had responsitility for its activities in North
and South America and Africa as well as the
company's environmental policies. (Age B4)

03 Roger Urwin

Group Chief Executive

{first appointed November 1995) (E°, F)
Roger Urwin was appointed as a Director
of Nationat Grid in November 1895,
becoming Group Chief Executive in April
2001. He was previously Chief Executive
of London Electricity plc. Earlier, he held a
number of appointments within the Centrat
Electricity Generating Board before joining
the Midlands Electricity Board as Director
of Engineering. He is a Non-executive
Director of The Speciat Utilities nvestment
Trust PLC and is a Fellow of the Royal
Academy of Engineering. {Age 57)

05 Steve Holliday

Group Direclor

{appointed March 2001) (B)

Steve Holliday joined National Grid as
Group Director, UK and Europe at the end
of March 2001, Following the Merger, he
was principally responsible for the Group’s
transmission businesses and is now Group
Director responsible for UK Gas Distribution
and Business Services. He was formerly an
Executive Director of British Borneo Ol and
Gas. Previcusly, he spent 19 years with

the Exxon Group, where he held senior
positions in the international gas business
and operational areas such as refining and
shipping. His international experience
includes a four-year spell in the US. He also
worked developing business opportunities
in countries as diverse as Russia, Australia,
Japan, Brazil and China. (Age 46)

04 Steve Lucas

Group Finance Director

{appointed October 2002) (€, F)

Steve Lucas joined the Board following

the Merger in October 2002. He had been
Executive Director, Finance of Lattice Group
since its Demerger from BG Group in 2000.
Previously, he was Treasurer of BG Group
having joined British Gas plc in 1994.

A Chartered Accountant, he worked in
private practice in the City of London until
1983. He then joined Shell International
Petroleumn Company, cccupying a number
of finance management positions and
treasury rofes, including seven years in
Africa and the Far East. {Age 49)

06 Edward Astle

Group Birector

{appointed September 2001) (E)

Edwerd Astle joined National Grid as Group
Director, Telecommunications in September
2001 and is now Group Director responsible
for Unregulated Business and leads the
Group's Business Development and
Strategy. He was Managing Director of BICC
Communications from 1997 to 1999 and
between 1989 and 1997 he held a variety

of positions with Cable and Wireless (C&W).
He was Regional Director Europe, CEO of
its global networks and marine divisions,

and in 1995 joined the C&W Board as
Executive Director — Global Businesses.

He is a Non-executive Director of intec
Telecom Systems plc. (Age 49)

07 Rick Sergel

Group Divector

{appointed March 2000} (£)

Rick Sergel was appointed as a Director
of National Grid following the acquisition

of New England Electric System (NEES)

in March 2000. He is President, Chief
Executive Officer and a Director of National
Grid USA and has Board responsioility for
US Gas and Electricity Distribution.
Between February 1998 and March 2000
he served as President and Chief
Executive Officer of NEES. His previous
positions with NEES inciuded Senior Vice
President in charge of retail operations and
unregulated ventures, Vice President and
Treasurer. He is a Non-executive Director

A Audit E Executive F Finance N Nominations
R Remuneration R&R Risk and Responsibility
(* denotes chairman of the committee)

of State Street Corporation. (Age 53)




08 Nick Winser

Group Director

(appointed April 2003) (£)

Nick Winser joined the Board in April 2003
as Group Director responsible for UK and
US Transmission operations, He was
previously Chief Operating Officer of US
Transmission for National Grid Transco.
He had joined National Grid Company in
1993, becoming Director of Engineering

in 2001. Prior to this he had been with
PowerGen since 1991 as principal
negotiator on commercial matters having
joined the Central Electricity Generating
Board in 1883 where he served in a varigty
of technical engineering roles. (Age 42)

10 Bonnie Hill

Non-executive Director

(appointed February 2002) (R, R&R)
Bonnie Hill was appointed a Director of
National Grid in February 2002 following
the acquisition of Niagara Mohawk, where
she had been a Director. She is President
of B.Hilt Enterprises, LLC, a consulting fim,
and Chief Operating Officer of lcon Blue,
a brand marketing company. She is also
involved in a variety of civic, educational
and community bodies and serves on the
boards of AK Steel Corporation, Hershey
Foods Corporation and The Home Depot,
Inc. Before 2001, she was President and
Chief Executive Officer of The Time Mirror
Foundation and was also Senior Vice
President of the Los Angeles Times
newspaper. {Age 61}

09 John Wybrew

Group Corporate Affairs Director
(appointed Octoter 2002) (E)

John Wybrew joined the Board following
the Merger in October 2002. At Lattice
Group he was Executive Director
responsible for corporate affairs, human
resources and health, safety, security and
environment. He had joined the Board

of British Gias in 1996 and then served

as an Executive Director of BG Group.

He previously had a career with the Royal
Dutch/Shell Group spanning more than

30 years and was Corporate Affairs Director
for Shell UK Ltd before joining BG. In the
mid 1980s he was seconded to the Prime
Minster's Folicy Unit, advising Mrs Thatcher
on energy and transport policies. (Age 61)

11 Paul Joskow

Non-executive Director

(appointed March 2000) (A, F)

Paul Joskow was appointed a Director

of National Grid in March 2000 following
the acquisition of New England Electric
System (NEES) where he had been a
Director. He is a Professor of Economics
and Management at the Massachusetts
Institute of Technology (MIT), Director of
MIT Centre for Energy and Environmental
Policy Research, Research Associate of the
US National Bureau of Economic Research
and a Fellow of the Econometric Society
and of the American Academy of Arts and
Sciences. {Age 55)

12 Kenneth Harvey

Non-executive Director

(appointed October 2002) (A, N, R)
Kenneth Harvey joined the Board following
the Merger in October 2002, having been
appointed to the Lattice Group Board in
September 2000. He is Chairman of
Pennon Group plc (which includes South
West Water). He is also Non-executive
Chairman of The Intercare Group plc and
of Beaufort Group plc. A Chartered
Engineer, he is a former Chairman of
Norweb pic and of Comax Holdings Ltd.
{Age 62)

14 George Rose

Non-executive Director

{appointed October 2002) (A*, N, R)
George Rose was appointed to the

Board following the Merger, having been
appointed to the Lattice Group Board in
September 2000. He has been Finance
Director of BAe Systems plc (formerly
British Aerospace plc) since 1998, having
joined the company in 1992. He is also a
Non-executive Director of SAAB AB, a
Member of the Financial Reporting Review
Panel and a former Non-executive Director
of Orange plc. (Age 51)

Helen Mahy
Group Company Secretary

13 Stephen Pettit

Non-execulive Director

{appointed October 2002) (F, R&R)
Stephen Pettit was appointed to the
Board fallowing the Merger, having been
appointed to the Lattice Group Board
in 2001. He is Chairman of Damovo,
the privately owned network integration
company and Chairman of Norwood
Systerns. He is also a Non-executive
Director of National Air Traffic Services
and KBC Advanced Technologies plc.
He is a former Executive Director of
Cable and Wireless plc. Before joining
Cable and Wireless, he was Chief
Executive, Petrochemicals at British
Petroleum. {Age 52)

15 John Grant

Non-executive Director

(appointed Novernber 1985) (A, N, R"}
John Grant was appointed a Director of
National Grid in November 1995. He is
Executive Chairman of Hasgo Group
Limited and of Peter Stubs Limited.

He is Chairman of the Royal Automobile
Ciub Motor Sports Association Limited
and a Non-executive Director of Torotrak
plc, Corac Group Plc and Cordex Plc.
He was Chief Executive of Ascot Plc from
1997 to 2000 and Finance Director of
Lucas Industries pic from 1992 to 1996.
He previously held a number of senior
executive positions during 25 years with
Ford Motor Company. {(Age 57)

1R
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{appointed October 2002) Helen Mahy was appointed as Group Company Secretary following
the Merger, having been Company Secretary at Lattice Group since March 2002, She was
appointed a Non-executive Director of Aga Foodservice Group pic in March 2003. She is a
Barrister and an Associate of the Chartered Insurance Institute. Previously, she was Group
General Counsel and Company Secretary at Babcock International Group PLC. {(Age 42)
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Summary Operating and Financial Review

References to adjusted operating profit,
adjusted profit before taxation, adjusted
earnings (profit/foss) for the year) and
adjusted earnings per share are stated
before exceptional iterns and goodwill
amortisation. This is considered a better
indication of the underlying business
performance of the Group.

Merger of National Grid

and Lattice

On 21 October 2002, the merger of
National Grid and Lattice was completed
and National Grid was renamed National
Grid Transco. In accordance with UK
Generally Accepted Accounting Principles
(GAAP), the Merger has been accounted
for using merger accounting principles. As
a consequence, the results of the merged
entity together with the financial review
associated with the UK GAAP results are
presented as if the Group had been in
existence for all of the financial years
presented. The results for all years are
presented on the basis of uniform
accounting policies.

Under US GAAP, the business combination
of National Grid and Lattice must be
accounted for as an acquisition in
accordance with acquisition accounting
principles (‘purchase accounting’).

Resutts and dividend

Group turnover

Group turnover for 2002/03 increased
by £1,848 million over 2001/02 to
£9,400 million, reflecting a full year’s
tumover being recorded in respect of
Niagara Mohawk, which was acquired
by the Group on 31 January 2002.

Group operating profit

Group total operating profit rose by

£1,377 million to £1,736 million in 2002/03,
primarily reflecting a movement in the total
operating exceptional net charges relating
to both continuing and discontinued
operations, which fell from £1,327 million in
2001/02 to £347 miffion in 2002/03.

Group total adjusted operating profit rose
by £402 million to £2,185 million, primarily
reflecting increased adjusted operating
profit from US electricity transmission and
US electricity distribution which have
reported a full year's contribution from the
acquisition of Niagara Mohawk in January
2002. As a result, the contribution of US
electricity transmission and US electricity
distribution rose from £353 million in
2001/02 to £641 million in 2002/03, an
increase of £288 million, accounting for
72% of the total increase.

Total operating profit rom Group
undertakings included losses of £194 million

relating to discontinued operations
compared with £496 miflion for 2001/02, as
a result of the sale of, or exit by the Group
from, certain business activities during the
year. The principal businesses included The
Leasing Group and 186k, a UK-based fibre
optic telecommunications company.

Group operating profit also included a profit
of £109 million compared with losses of
£672 million in 2001/02 relating to the
cliscontinued activities of joint ventures and
the associate.

Associate and joint ventures

Total operating profit for 2002/03 of joint
ventures (discontinued operations) included
an exceptional pre-tax credit amounting to
£2129 million. The £129 million credit
represents the partial release of impairment
provisions charged in the year ended

31 March 2002 to match the recognition
of retained losses arising from these joint
ventures, and is recorded within the net
£2109 million credit relating to the Group's
‘share of joint ventures’ and associate’s
operating profit/(loss) — discontinued
operations’.

Operating losses of £672 million recorded
in 2001/02 in respect of the discontinued
activities of joint ventures and associate
reflect the very significant level of
impairment charges incurred during that
vear.

Exceptional items

The results for the year ended 31 March
2003 included total net exceptional pre-tax
charges of £477 milion (£349 million
post-tax). Pre-tax charges are made up of
pre-tax net charges of £308 million and
£39 million of operating exceptional items
relating to continuing and discontinued
operations respectively; £99 million of non-
operating exceptional items; and £31 million
of financing-related exceptional charges.

In addition, the Group reflected £28 million
of exceptional minority interest charge.

Interest

Net interest rose from £799 million in
2001/02 to £970 million in 2002/03. Both
years included exceptional financing costs
amounting to £142 milion and £31 million
in 2001/02 and 2002/03 respectively.

Net interest, excluding exceptional items,
rose from £657 million in 2001/02 to
£939 million for 2002/03. This increase is
explained by a full year’s interest charge in
respect of the acquisition of Niagara
Mohawk and foreign exchange
movements.

Taxation
The net tax charge for 2002/03 of £245

million included an exceptional tax credit
on pre-tax exceptional items of £128
million. Excluding the exceptional tax items
from the tax charge, the effective tax rate
for 2002/03 based on adjusted profit
before taxation was 29.9% compared with
the standard corporation tax rate in the UK
of 30%.

Earnings per share

Adjusted basic earnings per share for
2002/03 were 28.3 pence compared with
30.8 pence for 2001/02. Basic earnings
per share for 2002/03 rose from a loss per
share of 11.3 pence in 2001/02 to

earnings of 12.7 pence per share, =
reflecting a reduction in net exceptional
charges between the two years.

Ordinary dividends )
The total ordinary dividend for 2002/03
(£530 million) amounted to 17.20 pence
per ordinary share. This represents an
increase of 7.2% (5% in real terms) over
the previous year's National Grid ordinary
dividend per share, as this is the most
appropriate dividend comparison for the
reason explained in ‘Dividend policy’
below. The total ordinary dividend per
share is covered 1.6 times by adjusted
earnings per ordinary share and 0.7 times
by basic earnings per ordinary share.

Dividend policy

As announced on 22 April 2002, on
completion of the Merger, National Grid
Transco adopted National Grid's dividend
policy and, as a consequence, any
historical comparison of dividends paid or
payable by National Grid Transco in
2002/03 and beyond should be made by
reference to National Grid’s dividends.

National Grid Transco’s dividend policy is
to aim to increase dividends per share (as
expressed in pounds sterling) by a real rate
of 5% in each of the financial years to
March 2006.

Liquidity and capital resources
Cash flow

Net cash inflow from operations in 2002/03
was £2,826 million compared with

£2,291 million in 2001/02. Included within
net cash inflow from operations were
exceptional cash outflows of £328 million
and £103 million in 2002/03 and 2001/02
respectively.

Net cash inflow from operations before
exceptional items was £3,154 million in
2002/03 compared with £2,394 million in
2001/02. The 2002/03 increase in net cash
flow from operations before exceptional
items reflects the first fult year contribution
from Niagara Mohawk.




Exceptional cash flows in 2002/03
principally relate to cash flows arising from
restructuring initiatives, Merger related
costs and environmental expenditure. In
respect of 2001/02, exceptional cash
outflows related to environmental and
restructuring costs.

Payments to the providers of finance, in
the form of dividends and interest, totalled
£1,483 million (net) in 2002/03, compared
with £1,183 million in 2001/02. Net interest
cash outflows increased from £696 million
in 2001/02 to £901 miillion in 2002/03. This
increase primarily reflects the additional net
interest expense incurred for a full year
following the acquisition of Niagara
Mohawk on 31 January 2002.

Net corporate tax payments amounted to
£112 million in 2002/03 compared with
£212 million in 2001/02. Net corporate tax
payments in 2002/03 were lower than in
2001/02, mainly as a result of;

* the cessation of trade in 186k creating
balancing allowances that reduced UK
corporation tax payable in 2002/03 by
around £60 million; and

» the interaction of the timing of UK
corporation tax payment on account
and the Lattice Group post-tax
exceptional charge in 2002/03 resulting
in a reduction of around £40 million as
compared with 2001/02.

Net purchases of tangible and intangible
fixed assets absorbed cash of £1,407
million in 2002/03, compared with £1,543
million in 2001/02. The reduction in net
cash outflow in 2002/03 primarily reflects
reductions in UK gas distribution; UK
electricity and gas transmission; the
disposal of The Leasing Group which
purchased commercial vehicles and other
assets for the Group; reduced expenditure
on 186k assets; partially offset by
increased capital expenditure arising from
the acquisition of Niagara Mohawk,

Cash outflow in 2002/03 relating to the
acquisition of Group undertakings and
other investments amounted to

£165 million, of which £153 million related
to expected contractual funding
obligations in respect of joint ventures.
Cash outflow in 2001/02 relating to the
acquisition of Group undertakings and
other investments amounted to

£1,006 million, of which £932 million
(including overdrafts acquired) related to
the acquisition of Niagara Mohawk.

Cash inflow from the disposal of
investments in 2002/03 amounted to
£328 million. This relates primarily to the

receipt of £157 million in respect of the full
settlement of deferred payment
arrangements arising from the sale of
nuclear plant conducted before the
completion of the acquisition of Niagara
Mohawk, £53 million from the sale of other
nuclear assets and £92 million for the sale
of The Leasing Group.

During 2002/03, the Group purchased for
cancellation, 24.2 million shares resulting in
a cash outflow of £87 million.

Equity shareholders’ funds

Equity shareholders’ funds fell from £1,690
million at 31 March 2002 to £1,152 million
at 31 March 2003. This reduction is
primarily explained by net foreign exchange
adjustments amounting to £322 million;
share buy-backs amounting to £97 million;
and retained losses for the year amounting
to £139 million.

Net debt and gearing

Net debt fell from £14,299 million at

31 March 2002 to £13,878 million at

31 March 2003, primarily as a result

of exchange adjustments. Gearing at

31 March 2003, calculated as net debt

al that date expressed as a percentage

of net debt plus net assets shown by the
balance sheet amounted to 82% up from
83% at the start of the year. By
comparison, the gearing ratio, adjusted for
the inclusion of UK businesses at their
estimated regulatory asset values (‘adjusted
gearing ratio’), amounted to 59%, at both
31 March 2003 and 31 March 2002.

Treasury policy

The funding and treasury risk management
of the Group is carried out by a central
department operating under policies and
guidelines approved by the Board. The
Finance Committee, a committee of the
Board, is responsible for regular review and
monitoring of treasury activity and for
approval of specific transactions, the
authority for which may be delegated.

The Group has a Treasury function that
raises all of the funding for the Group and
manages interest rate and foreign
exchange rate risk.

The Group has separate financing
programmes for each of the main Group
companies. All funding programmes are
approved by the Finance Committee of the
Board and the Finance Committee of the
appropriate Group undertaking.

The Treasury function is not operated as a
profit centre. Debt and treasury positions are
managed in a non-speculative manner, such
that all transactions in financial instruments
or products are matched to an underlying
current or anticipated business requirement.

The use of derivative financial instruments is
controlled by policy guidelines set by the
Board. Derivatives entered into in respect of
gas and electricity commodities are used in
support of business’ operational
requirements.

Going concern

Having made enquiries, the Directors
consider that the Company and the Group
have adequate resources to continue in
business for the foreseeable future and that
it is therefore appropriate to adopt the going
concern basis in preparing the accounts.

US GAAP

The accounts have been prepared in
accordance with UK GAAP which differs in
certain significant respects from US GAAP.

As referred to earlier, UK GAAP merger
accounting principles have been adopted in
accounting for the business combination of
National Grid and Lattice. Under US GAAP,
acquisition accounting principles have been
applied to the business combination, which
is a fundamentally different method of
accounting from merger accounting. Under
US GAAR, National Grid is viewed as the
acquirer of Lattice.

A further consequence of acquisition
accounting, in contrast to merger
accounting, is that the results of the Group
under US GAAP only include the resuilts

of Lattice with effect from the date of
acqulisition. Therefore, under US GAAP,

in respect of the Group results for the two
years ended 31 March 2003, Lattice results
only feature in the period 21 October 2002
to 31 March 2003. In addition, because fair
values have been attributed to Lattice’s
separately identifiable net assets rather than
the book values as used in merger
accounting, goodwill is recognised.

Net income from continuing operations for
2002/03 under US GAAP was £790 million
(2001/02: £630 million). The US GAAP
results for 2002/03 and 2001/02 include
losses relating to discontinued operations
amounting to £39 million and £857 million
respectively. Consequently, net income for
2002/03 under US GAAP was £751 million
(2001/02: £167 million (net loss)). This
compares with the net income (loss) under
UK GAAP for 2002/03 and 2001/02 of
£3¢1 milion and £321 million (oss)
respectively. Equity shareholders’ funds
under US GAAP at 31 March 2003 were
£9,426 million (31 March 2002: £3,759
million) compared with £1,152 miliion

(31 March 2002: £1,690 million) under

UK GAAP.
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Summary Directors’ Report

Corporate Governance
Compliance

Corporate Governance is essentially

the way companies are directed and
controlled. Shareholders are responsible
for appointing the directors and the
directors are then responsible for the
governance of the company.

As part of the Merger process, the Board
carried out a thorough governance review.
It considered all procedures, policies and
authorities as well as board and committee
structures to ensure that these were
appropriate for the newly merged Group.
The aim of the Board is that the Company
has in place the highest standards of
corporate governance.

Shareholders may be aware of the recent
‘Review of the role and effectiveness of
non-executive directors’ by Derek Higgs.
National Grid Transco considers that,
following a modest number of appropriate
changes, it will be well placed to comply
with the majority of the recommendations
contained in the Higgs Review.

Relations with shareholders

The Annual General Meeting (AGM} is
the principal meeting at which National
Grid Transco communicates directly with
its many individual shareholders. This
meeting is used to present the year’s
results to shareholders and allows any
shareholder to ask questions of the
Directors, all of whorn will normally attend
the AGM.

National Grid Transco will also continue the
programme offered by National Grid that
allowed shareholders to visit the Company,
see operations at first hand and speak to
senior members of staff and Directors
about the business. For more information
on this programme see page 25.

Directors

The Board of Directors is responsible for
rmanaging the Company’s business and for
establishing and overseeing its governance
framework. This is based on National Grid
Transco’s Framework for Responsible
Business, which contains statements on
sustainable growth, profits with
responsibility, investing in the future and
behavioural values. This statement ties
together elements of National Grid
Transco’s governance framework which
includes Board Committee Terms of
Reference, Delegations of Authority and

the Share Dealing Code.

National Grid Transco’s Board consists of
the Chairman, the Group Chief Executive,
six Executive Directors and seven Non-
executive Directors (including the Deputy
Chairman). The biographies of each of the
Directors, setting out their current roles
and previous experience, are on pages

14 and 15.

The Board considers that each of the Non-
executive Directors is independent. This
means that in the view of the Board they
have no links to the Executive Directors
and other managers and no business

or other relationship with the Company that
could interfere with their judgement.

During the year, the Board met formally
15 times, excluding separate strategy
meetings. For each scheduled meeting
the Company Secretary, on behalf of the
Chairman, collates the relevant papers
and circulates them to all Directors, aiming
to provide papers a minimum of four
working days in advance of any meeting.
All papers are considered at a senior level,
often being considered first by the Group
Executive Committee, and must receive
support from a relevant Director.

To ensure that all issues are discussed
fully, the Board has set up committees

to consider separate issues. These
committees are: Audit, Executive, Finance,
Nominations, Remuneration, Risk and
Responsibility.

Internal Control

Nationa!l Grid Transco’s system of internal
control helps to safeguard shareholders’
investment and the Group's assets and is
designed to manage, rather than eliminate,
material risks to the achievement of
business objectives. The Board is
responsible for the Group's system

of internal control and for reviewing its
effectiveness, recognising that any such
system can provide only reasonable, and
not absolute, assurance against material
misstatement or loss. Following the
Merger, the Board of National Girid Transco
has approved a new governance
frammework for the new organisation
recognising that this is a key element of
internal control.

Dividends

An interim dividend of 6.86 pence per
ordinary share (US$0.5352 per ADS) was
paid on 21 January 2003. The Directors
are recommending a final dividend of 10.34
pence per ordinary share (US$0.8396 per
ADS). Subject to approval by shareholders
at the AGM, the final dividend wilt be paid
on 20 August 2003 and will bring the total
dividend for the year to 17.20 pence per
ordinary share (US$1.3748 per ADS).

Future developments

An outline of future developmerits is
included in the Chief Executive's
Operational Review. -

Annual General Meeting

National Grid Transco’s AGM will be held
on Monday 21 July 2003. Details are set
out in the separate Notice of AGM.




Summary Directors’ Remuneration Report

Remuneration policy

The Company has a Remuneration
Commitiee consisting solely of Non-
executive Directors. The Remuneration
Committee reviewed the Company’s
executive remuneration policy and practice
following the Merger in order 1o ensure
close alignment with the strategy of the
new organisation. The Remuneration
Committee determines remuneration
policies and practices with the aim of
attracting, motivating and retaining high-
calibre Directors who will deliver success
for shareholders and high levels of
customer service, safety and environmental
standards. It is intended that this policy
should conform to best practice standards
in the markets in which the Group
operates. The policy which will be applied
in 2003/04 and is currently intended to be
applied in subsequent years, is framed
around the following key principles:

« total rewards should be set at levels that
are competitive within the relevant market;

* a significant proportion of the Executive
Directors’ total rewards should be
performance-based. Performance-based
rewards should be earned through the
achievement of demanding targets for
short-term business performance and
long-term shareholder value creation,
consistent with the Group’s Framework
for Responsible Business; and

incentive plans, performance measures
and targets should be structured to
operate soundly throughout the business
cycle. They should be prudent and not
expose shareholders 10 unreasonable risk.

Executive Directors’ remuneration
Remuneration packages for Executive
Directors consist of the following elements:

* base salary;

* annual bonus with Share Matching Plan;
¢ long-term incentives;

* all-employee share plans;

* pensions; and

* non-cash benefits.

The policy relating to each component of
remuneration is summarised below.

Base salary

Base salaries are reviewed annually and
targeted at the median position against the
refevant market. In setting individual base
salary levels, the Remuneration Committee
takes into account business and personal
performance and the employment and
salary practices prevailing for other
employees in the Group.

Annual bonus and Share Matching Plan
Annual bonuses are based on a
combination of demanding corporate,
individual and, where applicable, divisional
targets. For the financial year 2003/04, the
target and maximum bonus levels for UK-
based Executive Directors are 50% and
75% of salary respectively (41.7% and
62.5% respectively for Rick Sergel).
Currently one third of any cash annual
bonus is automatically deferred (net of tax)
into National Grid Transco shares, and a
matching award may be made under the
Share Matching Plan. At the end of three
years, provided the Director is still
employed by the Group, additional
matching shares equal in value at the

date of deferral 1o the pre-tax value of the
amount of bonus deferred are released

to the individual.

US executives, including Rick Sergel,
participate in this plan on a slightly different
basis, in that an award calcuiated as a
proporticn of their cash annual bonus
{currently 80% for Rick Sergel} is paid under
this plan in National Grid Transco shares or
Arnerican Depositary Shares (ADSs) subject
to a minimum three-year vesting period.

The total target and maximum values of the
annual bonus plan, including deferred and
matching shares, are therefore 67% and
100% of salary respectively.

The Remuneration Committee believes

that operation of the Share Matching Plan as ™
part of the annual bonus plan allows National
Grid Transco to maintain competitiveness

in annual bonus levels, whilst ensuring that
Executive Directors hold a significant
proportion of their remuneration in shares.

Long-term incentives

The Executive Directors are eligible for
grants under the National Grid Transco
Performance Share Plan (‘PSP’), under
which they receive notional allocations of
shares worth up to a maximum of 125% of
base salary. Shares vest after three years,
subject to the satisfaction of the relevant
performance criteria. Shares must then be
held for a further vear, after which they are
released, subject to the Executive Director's
continuing employment with the Group.

The performance criterion for grants in the
year to 31 March 2004 is Total Shareholder
Return ('TSR') relative to a comparator
group selected to include companies in

the UK, European and US energy
distribution sector and other UK and
international utilities. The Remuneration
Committee believes that this comparator
group sets a stretching target for the long-
term performance of the Group, and TSR
has been chosen for the performance
criterion as a direct measure of shareholder
value creation. NO shares will be released if
the Group’'s TSR over the performance
period, when ranked against that of each
of the comparator companies, falls below
the median. 100% of the awarded shares
will be released for TSR ranking at the
upper quartile or above.

All-employee share plans

* Sharesave: Executive Directors resident
in the UK are eligible to participate in all-
employee Sharesave schemes (subject to
eligibility based on service).

* US Incentive Thrift Plan: Executive
Directors resident in the US are eligible to
participate in a tax-advantaged savings
plan (commonly referred to as a 401(k)
plan) provided for employees of National
Grid USA.

Annual Review 2002/03
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¢ Share Incentive Plan (‘SIP’): The
Remuneration Committee intends to
implement a SIP during the year to
31 March 2004. Employees resident in
the UK, including Executive Directors, will
be encouraged to participate in the SIP
(subject to eligibility).

Pensions

UK-based Executive Directors who were
previously directors of National Grid are
members of the National Grid Company
Group of the Electricity Supply Pension
Scheme, which is a tax-approved pension
scheme where base salary only is
pensionable. The provisions for
participating Executive Directors are
designed to give a pension at normal
retirement age (60) of two thirds final salary
subject to completion of 20 years’ service.
For participating Executive Directors
affected by the ‘earnings cap’, which is a
restriction on the amount of pay which can
be used to calculate pensions due from a
tax-approved pension scheme, the
Company provides benefits on salary
above the cap on a partially funded basis.

US-based former National Grid Executive
Directors participate in a qualified pension
plan and an executive supplemental
retirement plan provided through National
Grid USA. In line with many US plans, the
calculation of benefits takes into account
base salary, bonuses and incentive share
awards but not share options. Normal
retirement age is 65. These plans are non-
contributory defined benefit arrangements.

Executive Directors who were formerly
directors of Lattice participate in the
defined benefit section of the Lattice Group
Pension Scheme which is a tax-approved
pension scheme. Base salary only is
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pensionable. All participating Executive
Directors are subject to the earnings cap.
They also participate in the Lattice Group
Supplementary Benefits Scheme, an
unfunded unapproved arrangement which
increases retirement benefits to at least the
level which would otherwise have been
provided in the Lattice Group Pension
Scheme had they not been subject to the
earnings cap. The provisions for
participating Executive Directors are
designed to give two thirds of salary (which
may be restricted by remuneration
averaged over three years) at retirement
age, inclusive of any pension rights earned
in previous employment. Normal retirement
age is 65.

Provision has been made in the accounts
in respect of the unfunded obligations for
post-retirement benefits.

The policy for newly appointed Directors
is being reviewed following the recently
announced Government proposals on
pensions.

Non-cash benefits

The Company provides competitive
benefits to the Executive Directors, such
as a fully expensed car or cash alternative
in lieu of car, chauffeur, financial advice,
private medical insurance and life
assurance. UK-based Executive Directors
with less than five years’ continuous
service who were previously directors of
National Grid, are provided with long-term
il health insurance. Business expenses are
reimbursed in such a way as to give rise to
no material benefit to the Director.

Non-executive Directors’ remuneration
Non-executive Directors’ fees are
determined by the Executive Directors, or

This graph shows the Group’s performance against the
performance of the FTSE 100 index, which is
considered appropriate as it is a broad equity market
index of which National Grid Transco is a constituent.
This graph has been produced in accordance with the
requirements of the Directors’ Remuneration Report
Regulations 2002.

by a Committee authorised by the Board,
subject to the limits applied by National
Grid Transco’s Articles of Association. Non-
executive Directors’ remuneration is built
up from an annual fee, a fee for each
Board meeting attended (with a higher fee
for meetings held outside their country of
residence) and an additional fee payable
for Committee chairmanship.

Service contracts for Executive
Directors

Service contracts for Executive Directors
are set at one year’s notice. The application
of longer contract periods at appointment,
reducing after an initial period, may be
used in exceptional circumstances if
considered appropriate by the
Remuneration Committee to recruit certain
key executives.

Performance graph

The graph above represents the
comparative TSR performance of the
Group from 31 March 1998 to 31 March
2003. For the period before the merger of
National Grid and Lattice, the TSR shown
is that of National Grid.

This graph shows the Group’s performance
against the performance of the FTSE 100
index, which is considered appropriate as it
is a broad equity market index of which
National Grid Transco is a constituent. This
graph has been produced in accordance
with the requirements of the Directors’
Remuneration Report Regulations 2002.

In drawing this graph it has been assumed
that alf dividends paid have been
reinvested. The TSR level shown at

31 March each year is the average of the
closing daily TSR levels for the 30 day
period up to and including that date.




Directors’ emoluments

The following tables set out an analysis of the pre-tax remuneration during the years ended 31 March 2003 and 2002, including
bonuses but excluding pensions, for individual Directors who held office in National Grid Transco and National Grid during the year
ended 31 March 2003.

Executive Directors

Year ended Year ended
31 March 31 March
2003 2002

Base Annual Termination Benefits
salary bonus payments in kind() Total Total(i
£000s £000s £000s £000s £000s £000s
Roger Urwin 600 300 - 24 924 794
Steve Lucas 315 164 - 18 497 423
Edward Astle (i 325 266 - 15 606 284
Steve Holliday 325 169 - 23 517 444
Rick Sergel 519 219 - 17 755 728
John Wybrew 360 176 - 28 564 500
Stephen Box (resigned 21/10/2002) ™ 233 111 4 13 361 532
William Davis (resigned 21/10/2002) 301 10 - 5 316 139
Totals 2,978 1,415 4 143 4,540 3,844

(i) Benefits in kind comprise benefits such as a fully expensed car or cash alternative in lieu of a car, chauffeur, private medical insurance and life assurance.
(i) Totals for the year ended 31 March 2002 for Steve Lucas and John Wybrew include bonus payments in respect of the 15-month period 1 January 2001
10 31 March 2002.
(i) Edward Astle's annual bonus figure includes a payment of £50,000 in June 2002 and a further payment of £50,000 in August 2002 in respect of special
bonus arrangements agreed at the time of his original contract. He was appointed to the Board of National Grid on 1 September 2001.
(v} Stephen Box resigned from the Board with effect from 21 October 2002 but remained an employee until 30 November 2002 when he retired on health grounds.
He received his salary to 30 November 2002 and his bonus was pro-rated for eight months of the year. An ex-gratia payment of £3,957 will be made to Stephen Box
equal to the dividends which would have been earned on those shares subject to his matching options under the Share Matching Plan.

Non-executive Directors

Year ended Year ended
31 March 231 March
2003 2002

Other
Fees emoluments Total Total
£000s £000s £000s £000s
Sir John Parker O 386 26 412 343
James Ross 175 22 197 165
John Grant 38 - 38 35
Kenneth Harvey 30 - 30 30
Bonnie Hill {i) 32 - 32 4
Paul Joskow (i 50 - 50 57
Stephen Pettit 25 - 25 10
George Rose 30 - 30 30
Bob Faircloth (resigned 21/10/2002) 21 - 21 42
Richard Reynolds {resigned 21/10/2002) ™) 32 - 32 55
Totals 819 48 867 771

(i) Sir John Parker's fees include a supplement of £23,000 per month from 22 November 2001 to the date of the Merger while temporarily acting as Chief Executive
of Lattice Group plc. This supplement totalled £161,000 (2001/02: £98,000).
(i) Appointed to the Board of National Grid on 11 February 2002.

{iii) Paul Joskow's fees include US$22,500 (2001/02: US$30,000) paid in respect of strategic advice provided on regulatory issues to National Grid USA.

(iv)Richard Reynolds’ fees include a fee at the rate of £25,000 p.a. (2001/02: £25,000 p.a.) in respect of additional duties as a member of the Supervisory Board of Intelig.
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Summary Group Profit and Loss Account for the years ended 31 March

2003 2002
£m
Turnover, including share of joint ventures 9,566 7,821
Less: share of joint ventures’ turnover — continuing operations (99) (141)
Less: share of joint ventures’ and associate’s turnover — discontinued operations 67) (126)
Group turmniover — continuing operations 9,353 7471
Group turnover — discontinued operations .87 L83
Group turnover 9,400 7,654
Operating costs (7,788) (6,494)
Operating profit of Group undertakings — continuing operations 1,806 ° 1,556°
Operating ioss of Group undertakings ~ discontinued operations __{194), . (496):
1,612 1,080
Share of joint ventures’ operating profit/(loss) — continuing operations 15 i - ':<29)
Share of joint ventures’ and associate's operating profit/(loss) ~ discontinued operations 109 1 B72)
124 (701)

Operating profit

— Before exceptional items and goodwill amortisation
- Exceptional items — continuing operations

~ Exceptional items — discontinued operations

— Goodwilt amortisation

Total operating profit

Merger costs — continuing operations

(79) -
Profit on disposal of tangible fixed assets — continuing operations 48 94
Gain on sale of shares by employee share plan — continuing operations - 31
Loss on sale or termination of operations - discontinued operations (68) -
Profit on disposal of investments - discontinued operations - 31
Net interest e
- Excluding exceptional items (939).
- Exceptional items +(31);
(970)
Profit/(loss) on ordinary activities before taxation 667
Taxation .
- Excluding exceptional items {373).
- Exceptional items .28
(245)
Profit/{loss) on ordinary activities after taxation 422
Minority interests
- Excluding exceptional items )}
~ Excepticnal items . (28)
31)
Profit/(loss) for the year 391
Dividends (530)
Loss transferred from profit and loss account reserve (139)
Earnings/(loss) per ordinary share
- Basic, including exceptional items and goodwill amortisation 12.7p (11.3)p
~ Adjusted basic, excluding exceptional items and goodwill amortisation 28.3p 30.8p
— Diluted, including exceptional items and goodwill arnortisation 12.8p (10.1)p
— Adjusted diluted, excluding exceptional items and goodwill amortisation 27.9p 30.2p

Dividends per ordinary share ()

17.20p 16.04p

The emoluments of the Directors, excluding pension contributions and any gains on the exercise of share options, were £5.4m (2002: £4.6m) —

see page 21.

The comparative dividends per ordinary share for 2002 are for National Grid Group plc, as National Grid Transco plc has adopted Nationa! Grid Group's dividend policy.




Summary Group Balance Sheet a: 31 march

2003 2002
£m £m

Fixed assets

Intangible assets 1,893 2,107

Tangible assets 16,847 17,210

Investments 253 318

18,993 19,635

Current assets 5,950 6,568
Creditors (amounts falling due within one year) (5,046) (d,888')
Net current assets 904 1,680
Total assets less current liabilities 19,897 21,315
Creditors (amounts falling due after more than one year) (14,255) (14,868)
Provisions for liabilities and charges (4,406) (4,663)
Net assets employed 1,236 1,784
Capital and reserves
Called up share capital 308 310
Share premium account 1,247 1,243
Other reserves (5,131) 5,139)
Profit and loss account 4,728 5,276
Equity shareholders’ funds 1,152 1,680
Minority interests 84 g4
1,236 1,784

Current assets include £3,395m {(2002: 24.058rrci) of debtors that fall due after more than one year.

This Summary Financia! Statement was approved by the Board of Directors on 20 May 2003 and was signed on its behalf by:
Sir John Parker Chairman

Steve Lucas Group Finance Director

Note to Summary Financial Statement

Difference between UK and US accounting principles
The Group prepares its consolidated accounts in accordance with UK GAAP, which differs in certain respects from US GAAP. The significant
adjustments necessary to restate net income/(loss) and equity shareholders’ funds in accordance with US GAAP are set out below:

e

Net income/(loss) 2003 2002 Equity shareholders’ funds 2003 2002
£m £m £m £m

Net income/({loss) under UK GAAP 391 (321) Equity shareholders’ funds under UK GAAP 1,152 1,680

Adjustments to conform with US GAAP Adjustments to conform with US GAAP

Elimination of Lattice pre-acquisition results, e ..., Efimination of Lattice sharehclders’ funds

measured under UK GAAP

Merger costs

Deferred taxation

Pensions

Share option schemes

Fixed assets — purchase of Lattice

Replacement expenditure

Financial instruments

Carrying value of Equity Plus Income Convertible
Securities (EPICs) liability

Severance and integration costs

Recognition of income

Goodwili

Restructuring — purchase of Lattice

Share of joint ventures’ and associate's adjustments

Other

Deferred taxation

Pensions

Shares held by employee share trusts

Ordinary dividends

Tangible fixed assets

- reversal of partial release of impairment provision
Fixed assets

- purchase of Lattice and replacement expenditure
Financial instruments

Issue costs associated with EPICs

Carrying value of EPICs liability

Severance liabilities

Recognition of income

Regulatory assets

Goodwill — purchase of Lattice

Goodwill - other acquisitions

Restructuring — purchase of Lattice
Share of joint ventures’ and associate’s adjustments |-
Other

Total US GAAP adjustments

Net income/(loss) under US GAAP

Total US GAAP adjustments

Basic earnings/(loss) per share 31.9p (10.9)p

Equity shareholders’ funds under US GAAP 9,426 3,759

Diluted earnings/{loss) per share 31.3p (8.8)p
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Basis of Preparation and
Accounting Principles

The Summary Financial Statement is
prepared under the historical cost
convention and in accordance with UK
GAAP, which differs in certain respects

to US GAAP. A reconciliation of net income
and equity shareholders’ funds from UK
GAAP to US GAAP is shown in the note
to the Summary Financial Statement.

The combination of National Grid and
Laftice meets the merger accounting
criteria under UK GAAP and the
transaction has therefore been accounted
for as a merger. The Summary Financial
Statement has been prepared on the basis
as if Lattice and National Grid had always
been part of the Group.

Merger accounting is not permitted under
US GAAP. The US GAAP reconciliation

is prepared on the basis of acquisition
accounting principles, with National Grid as
the acquirer of Lattice.

Auditors’ Statement

Independent auditors’ statement
to the members of National Grid
Transco pic

We have examined the Summary Financial
Staterment of National Grid Transco plc,
which comprises the Summary Group
Profit and Loss Account, the Summary
Group Balance Sheet, the Summary
Directors’ Report and the Summary
Directors’ Remuneration Report.

Respective responsibilities

of directors and auditors

The Directors are responsible for

preparing the summarised annual review

in accordance with applicable law. Our
responsibility is to report to you our opinion
on the consistency of the Summary
Financial Statement within the summarised
annual review with the annual accounts,
the Directors’ Report and the Directors’
Remuneration Report, and its compliance
with the relevant requirements of section
251 of the United Kingdom Companies Act
1985 and the regulations made thereunder.
We also read the other information
contained in the summarised annual review
and consider the implications for cur report
if we become aware of any apparent
misstatements or material inconsistencies
with the Summary Financial Statement.

This statement, including the opinion, has
been prepared for, and only for, the
Company’s members as a body in
accordance with section 251 of the
Companies Act 1985, and for no other
purpose. We do not, in giving this opinion,
accept or assume responsibility for any
other purpose or to any other person to
whom this statement is shown or into
whose hands it may come save where
expressly agreed by our prior consent in
writing.

Basis of opinion

We conducted our work in accordance with
Bulletin 1999/6, ‘The auditors’ statement
on the summary financial statement’,

issued by the Auditing Practices Board for
use in the United Kingdom.

Opinion

In our opinion the Summary Financial
Statement is consistent with the annual
accounts, the Directors’ Report and the
Directors’ Remuneration Report of
National Grid Transco pic for the year
ended 31 March 2003 and complies

with the applicable requirements of section
251 of the Companies Act 1985 and the
regulations made thereunder.

PricewaterhouseCoopers LLP
Chartered Accountants and
Registered Auditors

London

20 May 2003




Shareholder Information

Queries

Queries from shareholders should be
addressed to the Registrar: Lloyds TSB
Registrars, The Causeway, Worthing, West
Sussex BN99 6DA (telephone 0870 600
3969, fax 0870 600 3980, e-mail
ngtshareenq@lioydstsb-registrars.co.uk,
www,shareview.co.uk, textphone for the
hard of hearing 0870 600 3950).

Queries from holders of American
Depositary Shares (ADSs) should be
addressed to the Depositary: The Bank of
New York, Shareholders Correspondence,
PO Box 11258, New York, NY 10286-
12568 (for calls inside the US, telephone
1-800-466-7215, for international calls
telephone +1-610-312-5315, e-mail
shareowners@bankofny.com,
www.adrbny.com).

Additional information

Additional information about National Grid
Transco is available on our website at
www.ngtgroup.com. Share price
information, previous Annual Reports and
Reviews and shareholder information can

be found in the Investors section of that site.

Documentation
A copy of National Grid Transco’s Annual
Review is sent to all shareholders each year.

For the assistance of visually impaired
shareholders, an audio tape version of the
Annual Review is produced and may be
obtained free of charge by contacting the
Registrar, Lloyds TSB Registrars. A large
type version of the Annual Review is also
available on request.

Shareholders may opt to receive copies of
National Grid Transco’s Annual Report and
Accounts that contain the full accounts
and additional information required by the
US Securities and Exchange Commission.
To request this document please contact
either the Registrar, Lloyds TSB Registrars
or the Depositary, The Bank of New York.

Financial calendar

The following dates have been announced or are indicative of future dates:

28 May 2003 Ordinary shares go ex-dividend
30 May 2003 Record date for 2002/03 final dividend
21 July 2003 Annual General Meeting

20 August 2003

2002/03 final dividend paid to qualifying shareholders

20 November 2003

2003/04 interim results

26 November 2003

Ordinary shares go ex-dividend

28 November 2003

Record date for 2003/04 interim dividend

21 January 2004

2003/04 interim dividend paid to qualifying shareholders

If you currently receive the Annual Report
and would like in future years to receive
only the Annual Review, please contact
either the Registrar, Lloyds TSB Registrars
or the Depositary, The Bank of New York.

Consolidated tax voucher
Shareholders who receive their dividends
directly into their bank or building society
accounts will receive a consolidated tax
voucher once each year, rather than a tax
voucher with each payment.

This consolidated tax voucher will be sent
out in January/February each year.

Should shareholders wish to receive a
separate voucher with each dividend they
should contact the Registrar, Lioyds TSB
Registrars.

Share dealing

information on a range of low cost share
dealing services is available from the
Registrar, Lioyds TSB Registrars, or from
the Naticnal Grid Transco website.

ISA investors

Individual Savings Accounts for National
Grid Transco shares are available. Further
information may be obtained from the
Account Manager:

Stocktrade, PO Box 1076,

10 George Street,

Edinburgh EH2 2PZ

(telephone 0131 240 0443,
www.stocktrade.co.Uuk/NGT_Sharedealing/
sharedealing_main.htm).

CGT information

The following is for information purposes
only. It does not constitute financial,
investment or tax advice. if in doubt,
shareholders should obtain independent
financial advice.

The base cost for National Grid
shareholders would depend on either the
purchase price or the date their shares

were distributed by the Regional Electricity
Companies. For shares distributed on 8
December 1995 (by East Midlands,
Midiands Electricity, SEEBOARD, London
Electricity, Northern Electric, South Wales
and Yorkshire Electricity), the acquisition
base cost is 207 pence per share. For
shares distributed on 23 January 1936 by
Southern Electric, the acquisition base cost
is 192.5 pence per share.

The split of the capital gains tax base cost of
shares held in BG Group immediately prior
to the Demerger has been calculated as:

65.6212%
34.3788%

BG Group plc shares
Lattice Group plc shares

Under the terms of the Merger, Lattice
Group shareholders received 37.5 National
Grid Transco shares for every 100 Lattice
Group shares.

The first market value of National Grid
Transco ordinary 10 pence shares following

.the merger of National Grid and Lattice, as

calculated in accordance with Section
272(3) of the Taxation of Chargeable
Gains Act 1992, and as derived from the
London Stock Exchange Daily Official List
on 21 October 2002, was 459.625 pence.

All calculations are in accordance with the
methodology set out in the Inland Revenue
guidelines.

Shareholder networking

National Grid Transco will continue its
innovative programme allowing
shareholders to meet staff and visit
operational sites. These visits allow us to
explain National Grid Transco’s business to
you in person. If you would like to take part
in a visit please write to: Shareholder
networking organiser, NGT House,
Warwick Technology Park, Gallows Hill,
Warwick CV34 6DA.
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National Grid Transco

1-3 Strand )
London WC2N 5EH
England

Tetephone: +44 (0)20 7004 3000
Facsimile: +44 (0)20 7004 3004
WWW.NGtgroup.com

UK Shareholder enquiries: 0870 600 3969
US Shareholder enquiries: 1 800 486 7215

Registered in England and Wales No. 4031152

This report is printed on paper produced from
Elemental Chlorine Free pulps derived from sustainable
forests in Europe and the US. The mill waste is recycled
and forms up to 30% of the total fiore caontent. The
mills operate under strict environmental standards and
any water used is suitably treated and returmned to
source in better condition than when removed.

National Grid Transco has helped to fund the planting
and long-term management of 880 trees with the
Future Forests programme, in order 1o reabsorb 500
tonnes of carbon dioxide emissions, This figure is
considered to be more than sufficient to offset the
carbon dioxide emissions generated by the production
of the Annual Report and Accounts 2002/03, the
Annual Review 2002/03 and the Annual General
Meeting. These activities are therefore CarbonNeutral®.
The trees are being planted in Orbost on the Isle of
Skye and with the Pacific Forest Trust in California.

Designed and produced by Fishburn Hedges.
Photography by Mike Abrahams, lain Crockart and
Igor Emmerich.

Printed by St ives.
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CERTIFICATE OF INCORPORATION
ON CHANGE OF NAME
AND RE-REGISTRATION OF A PRIVATE COMPANY

AS A PUBLIC COMPANY

Company No. 3900804

The Registrar of Companies for England and Wales hereby certifies that

SHELBA MARKETING LIMITED

formerly regiStered as a private company having changed its name and
 having this day been re-registered under the Companies Act 1985 asa -
~ public limited company is now incorporated under the name of »

" LATTICE GROUP PLC
‘and that the company is limited.

Given at Companies House, London, the 30th August 2000

59 /M f f
4% HE p_a‘u.;': -
{6 igworde.

MR. N800

For The Registrar Of Companies

COMPANIES HOUSE



CERTIFICATE OF INCORPORATION
- OF A PRIVATE LIMITED COMPANY

Company No. 3900804

The Registrar of Companies for England and Wales hereby certifies that

SHELBA MARKETING LIMITED

is this day incorporated under the Companies Act 1985 as a private

company and that the company is limited.

Given at Companies House, Cardiff, the 29th December 1999

COMPANIES HOUSE

HCOO07A
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THE COMPANIES ACT 1985
COMPANY LIMITED BY SHARES

SPECIAL RESOLUTION

LATTICE GROUP PLC

AT THE ANNUAL GENERAL MEETING OF THE COMPANY DULY CONVENED AND HELD ON
MONDAY 23%° APRIL 2001, THE FOLLOWING RESOLUTION WAS PASSED AS A SPECIAL

RESOLUTION.

SPECIAL RESOLUTION

THAT THE COMPANY BE GENERALLY AND UNCONDITIONALLY AUTHORISED TO MAKE

- MARKET PURCHASES (WITHIN THE MEANING OF SECTION 163(3) OF THE COMPANIES
ACT 1985 (AS AMENDED)) OF ORDINARY SHARES OF 10 PENCE EACH OF THE
COMPANY ("ORDINARY SHARES") PROVIDED THAT:

(A)

- ®

©

(D)

THE MAXIMUM NUMBER OF ORDINARY SHARES HEREBY AUTHORISED TO BE
ACQUIRED IS 352,814,779;

THE MINIMUM PRICE WHICH MAY BE PAID FOR ANY SUCH ORDINARY SHARE IS
10 PENCE, THE NOMINAL VALUE OF THAT SHARE; -

THE MAXIMUM PRICE WHICH MAY BE PAID FOR ANY SUCH ORDINARY SHARE IS
AN AMOUNT EQUAL TO 105% OF THE AVERAGE MIDDLE MARKET QUOTATIONS
FOR AN ORDINARY SHARE AS DERIVED FROM THE LONDON STOCK EXCHANGE

'DAILY OFFICIAL LIST FOR THE FIVE BUSINESS DAYS IMMEDIATELY PRECEDING

THE DAY ON WHICH THE SHARE IS CONTRACTED TO BE PURCHASED; AND

THE AUTHORITY CONFERRED SHALL EXPIRE AT THE CONCLUSION OF THE
ANNUAL GENERAL MEETING OF THE COMPANY TO BE HELD IN 2002 OR ON 23
JULY 2002, IF EARLIER; BUT A CONTRACT FOR PURCHASE MAY BE MADE
BEFORE SUCH EXPIRY WHICH WILL OR MAY BE EXECUTED WHOLLY OR
PARTLY THEREAFTER, AND A PURCHASE OF ORDINARY SHARES MAY BE MADE
IN PURSUANCE OF ANY SUCH CONTRACT.

..............................

SECRETARY
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4.2

THE COMPANIES ACT 1985 TO 1989

A COMPANY LIMITED BY SHARES

O N
Sus

- MEMORANDUM OF ASSOCIATION
OF

Lattice Group plc
Incorporated on 29 December 1999

The Company's name is Lattice Group pic.
The Company is to be a public company.

The Company's registered office is to be situate in England and Wales.

The Company's cbjects are:-

" To carry on all or any of the businesses of a holding company and to co-ordinate all or any
part of the businesses and operations of any and ali companies, firms and businesses

controlled direcly or indirectly by the Company or in which the Company is interested,
whether as a shareholder or otherwise and whether directly or indirectly, and to acquire
and hold, either in the name of the Company or in that any nominee or trustee, shares,
stocks, debentures, debenture stock, bonds, notes, obligations and securities issued or

.guaranteed by any company, corporation or undertaking wherever incorporated or carrying
“on business and to co-ordinate the policy management and administration of any

companies, corporations or undertakings in which the Company is a member or participant
or which are controlled by or associated with the Company in any manner;

To carmry on business as an investment holding company and to acquire, invest in and hold

. by way of investment, shares, stocks, debenture stock, bonds, biils, notes, obligations,

certificates of deposit, mortgages, policies of assurance and securities of all kinds created,
issued or guaranteed by any company association or partnership, whether with limited or
unlimited hability, constituted or carrying on business in any part of the world, or by any
individual person, or by any government, sovereign, ruler, commissioners, public body or

A00797396/0.5a/01 Aug 2000
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4.1

4,12

4.13

4.14

4.15

4.16

4.37

4.18

and machinery of every description, engineering and other equipment, plant, components,
accessories and supplies of every description.

To carry on all or any of the businesses of consultants, advisers and suppliers of
management, personnel and training services, whether generally or in respect of one or
more of the types of business or activity which the Company has power to carry on, and to
provide training and educational courses, instruction and materials, of every description,
for employees of the Company and for other persons.

To carry on all or any of the businesses of, and provide services associated with, engineers
(indluding, without limitation, gas, petroleum, drilling, mechanical, electrical, heating,
ventilation, civil, chemical and telecommunications engineers), mechanics, technicians,
geologists, draughtsmen, designers, surveyors, architects, builders and decorators.

To carry on all or any of the businesses of wholesalers, retailers and traders, whether

generally or in relation to particular goods or commodities, advertisers, advertising agents, _

sales promoters, public relations agents and marketing agents.

To carry on all or any of the businesses of bankers, finanders, factors, debt collectors,
dealers in securities, underwriters, insurers, brokers of any kind, developers of and dealers
in property, storage contractors, freight contractors, carriers by land, water and air of freight
and passengers forwarding agents, shipping agents and agents of any other kind.

To camy on all or any business of running, operating, managing and/or supplying
telecommunications systems of any kind for:

4.16.1 coaveying, receiving, storing, processing or transmitling in any way sounds, visual

images, signals, messages and communications of any kind;

4.152 processing data; and
4.15.3 retrieving information.
To canry on any business of operating, managing, supplying or otherwise dealing with:

4161 fadiiies and services for communications of any kind.

4.16.2 fadliies and services which incorporate, use or are used in connection with or
anciliary to any of the telecommunications systems described in paragraph 4.15

above; and
4.16.5 telecommunications equipment comprised in any of the telecommunications
systems described in paragraph 4.15 above.

To cany on all or any business of selling, hiing or otherwise supplying any
telecommunications equipment, products or services.

To establish, acquire, dispose of, invent, design, develob, construct, demolish, produce,
test, alter, maintain, repair, operate, use, manage, supply or otherwise deal with:

4181 telecommunications equipment for communications of any kind and anything
capable of bging used for, in connection with or ancillary to any of these things;

4.18.2 {elecommunications equipment, facilities, products and recordings used or
designed for use for receiving, transmitting, making, producing, recording,
replaying or reproducing in any way, programmes, sounds, visual images and
signals of any kind;

ADO797396/0.5a/01 Aug 2000
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- 4.26

4.27

4.28

4.29

4.30

4.31

4.32

4.33

To establish, acquire, produce, transmit, broadcast, publish, print and reproduce in any
form whatsoever (induding, without prejudice to the generality of the foregoing, visual or
audible form and forms capable of being used by, in, or in connection with, computers),
and to buy, sell, supply and otherwise deal in brochures, manuals, joumals, periodicals,
magazines, newspapers, books, pictures, photographs, stationery and other documents,
sound and visual recordings, tapes, films, and programmes for rado, television, cinema
and other means of communication.

To carry on any other business or activity which the Directors consider is, or may be,
capabie of being carmried on directly or indreqiy for the benefit of the Company.

To acquire by any means and hold and deal with any real or personal property o rights
whatsoever and, without prejudice to the generality of the foregoing, to purchase, take on
lease or in exchange, hire or otherwise acquire and hoid any real property and any estate
or interest in such property, indluding without fimitation any iands, buildings, installations,
structures, servitudes, easements, rights, privieges and concessions and t¢ exploit and
develop the same. B

To-acquire by any means the whole or any part of the assets, and to undertake the whole
or any part of the liabiliies, of any person canying on or proposing to camy on any.
business which the Company is authorised to carry on or which can be camied on in
connection with any such business, and to acquire an interest in, amalgamate or enter into
any arrangement for sharing profits, or for co-operation, or for mutual assistance, with any

" such person and to give or accept, for any of the acts or things aforesaid or property

acquired, such consideration as the Company thinks fit, induding, without limitation, any
shares, whether fully or partly paid up, debentures, or other securities or rights.

To apply for and take out, purchase or otherwise acquire any paients, patent rights,
inventions, secret processes, designs, copyrights, trade marks, service marks, commercial
names and designations, know-how, formulae, licences, concessions and the like (and any
interest in any of them) or any exclusive or non-exclusive or limited right to use, or any
secret or other information as to, any invention or secret process of any kind and to use,
exercise, develop, or grant licences in respect of, or otherwise tum to account or deal with,
the property, rights or information- so acquired.

To subscribe for, underwrite, purchase or otherwise acquire, and to hold, and deal with,
any shares, stocks, debentures, bonds, notes and other securities, obligations and other

‘investments of any nature whatsoever and any options or rights in respect of them; and

otherwise to invest and deal with the money and assets of the Company.

To borrow or raise money or secure or discharge any debt or obligation (whether of the
Company or of any other person) in such manner as the Company thinks fit and in
particular (but without prejudice to the generality of the foregoing) by the creation or issue,
upon such terms as to priority or otherwise as the Company thinks fit, of securities ot any
kind or mortgages or charges (fixed or floating) founded or based upon all or any part ol
the undertaking, property, assets and rights (present and future) of the Company, induding
its uncalled capital, or without any such security; and to receive money on deposit and
advance payments with or without allowance of interest thereon.

To enter into any gqarantee. contract of indemnity or suretyship and in particular (without
prejudice to the generality of the foregoing) to guarantee, support or secure, with or without
consideration, whether by personal obligation or by mortgaging or charging all or any part
of the undertaking, property and assets (present and future) and uncalled capital of the

AD0797396/0.5a/01 Aug 2000
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4.42

4.43

4.44

otherwise to indemnify or to exempt any such person against or from any such

liability) -

@ any individuals who are or were at any time in the employment of, or
directors or officers of (or held comparable or equivalent office in), or acted
as consultants or advisers 1o or agents for -

() the Company or any company which is or was its holding company or
is or was a subsidiary of the Company or any such holding company;
or :

{b) any person to whose business the Company or any subsidiary of the
Company is, in whole or in part, a successor directly or indirectly
(including without prejudice to the generality of the foregoing the
British Gas Corporation and any subsidiary of it); or

(c) any person otherwise allied to or assodated with the Company;

(i) any other individuals whose service has been of benefit to the Company or
who are or were at any time members, or eligible to be members, of a
scheme established under section 36 of the Gas Act 1972 or who the
Company considers have a moral claim on the Company; and '

iii) the spouses, widows, widowers, tamilies and dependants of any such
individuals as aforesaid; and
4412 to establish, provide, cary on, maintain, manage, support and provide financial
assistance to welfare, sports and social fadilities, associations, clubs, funds and
institutions which the Company considers likely to benefit or further the interests of
any of the aforementioned individuals, spouses, widows, widowers, families and
dependants.
To establish, maintain, manage, suppont and contribute to any schemes for the acquisition
of Shares in the Company or its holding company by or for the benefit of any individuals
who are or were at any time in the employment of, or directors or officers of - h

4423 the Company;

4422 any company mich is or was its holding company or is or was a subsidiary of the .
Company or any such holding company; or

4,423 any other company or former company connected or associated in any way with
the Company or with the whole or any part of its undertaking,

and to lend money to any such individuals to enable them 1o acquire shares in the
Company or in its holding company and to establish, maintain, manage and support
(financially or otherwise) any schemes for sharing profits of the Company or any other such
company as aforesaid with any such individuals.

To subscribe or contribute (in cash or in kind) to, and to promote or sponsor, any
charitable, benevolent or useful object of a public character or any object which may in the
opinion of the Company be likely directly or indirectly to further the interests of the
Company, its employees or its members. _

To pay and discharge all or any expenses, costs and disbursements, to pay commissions
and to remunerate any person for services rendered or to be rendered in connection with

ADOT97396/0.5a01 Aug 2000
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way limited or restricted (except so far as otherwise expressly stated in any
paragraph) by reference to or inference from the terms of any other paragraph or
the order in which the paragraphs occur or the name of the Company, and none of
the paragraphs shall be deemed merely subsidiary or incidental to any other
_paragraph.

5  The liability of the members is limited.

6 The share capital of the Company is £1,000, dvided into 1,000 shares of £1 each'.

. ' By an ordinary resolulion passed on 28 Augus! 2000, the 1,000 Ordinary Shares of £1 each were subdivided into
10,000 Ordinary Shares of 10p each and the authorised share capllal o the Company was increased lo
£500,000,000.10 by the creation d 4,999,490,000 Ordinary Shares of 10 pence each, one Spedial Share of 10 pence
and one redeemable prelerence share of £50,000.
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Company Number: 3900804
The Companies Act 1985

Public Company Limited by Shares

ARTICLES OF ASSOCIATION
(Adopted on 29 August 2000 pursuant to a Special Resolution passed on 29 August 2000)

of

Lattice Group plc

PRELIMINARY

1 Table A and other standard regulations do not apply

The regulations in Table A of the Companies (Tables A to F) Regulations 1985, and any similar

regulations in any other legislation relating to companies, do not apply to the Company.

2 The meaning of the Articles

21 The following table gives the meaning of certain words and phrases as they are used in these
Articles. However the meaning given in the table does not apply if that is inconsistent with the
context in which a word or phrase appears. Afler the Articles there is a glossary which
explains various words and expressions. The glossary also explains some of the words in the
Memorandum. But the Glossary is not part of the Memorandum or Articles, and it does not
affect their meaning. The words which are explained in the Articles are printed in bold and

those which are explained in the Glossary are printed in #alics.

Words Definitions

alternate director Has the meaning set out in Article 120.1.

amount (of a share) This refers to the nominal value of the share.

Articles The Company’s Articles of Association, including any
changes made to them.

class meeting Has the meaning set out in Article 37.1.

clear days In relation fo the period of a notice, that period excluding the

day when the notice is given or deemed to be given and the

day for which it is given or on which it is to take effect.
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recognised person A recognised clearing house or a nominee of a
recognised clearing house or of a recognised investment

exchange.
Register The Company’s register of members.
Registered Office The Company’s registered office.
relevant securities The meaning of relevant securities is given in Section 80 of

the Companies Act.
relevant system Has the meaning set out in the CREST Regulations.

Seal The Company’s Common Seal, or any official seal kept by
the Company under Section 40 of the Companies Act
(called a Securities Seal).

shareholder A holder of the Company’s shares.

shareholder’s meeting Includes both a General Meeting of the Company and a
meeting of any class of holders of the Company’s shares.

the Special Share the one special rights preference share of 10 pence.

the Special Shareholder the holder of the Special Share.
subsidiary or subsidiary A “subsidiary undertaking”, as defined in Section 258 of the

undertaking Companies Act.
termns of a share The terms on which a share was issued.
UK Listing Authority The Financial Services Authority acting in its capacity as the

compeient authority for the purposes of the Financial
Services Act 1986. :

United Kingdom Great Britain and Northem Ireland.

2.2  References to a debenture include debenture stock and references to a debenture holder
include a debenture stockholder.

2.3 Where the Articles refer to a person who is automatically entilled to a share by law, this

"~ inciudes a person who is entitied to the share as a result of the death, or bankruptey, of a
shareholder.

24  Words which refer to a single number also refer to plural numbers, and the other way around.

2,5  Words which refer to males also refer to females, and to companies and so on.

2.6 References to other and otherwise are not to be construed as if they apply only to things
which are of the same kind or nature as the particular things which precede the reference to
other or otherwise. '

2.7  References to a person or people include companies, unincorporated associations and so on.

2.8  Any headings in these Articles are only included for convenience. They do not affect the
meaning of the Articles.

29 When an Act, or a section of an Act, is refered to, this includes ény amendment to the Act or

' section, as well as its inclusion in a later Act.
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72

CHANGING CAPITAL

The power to increase capital

The Company’s shareholders can increase the Company’s share capital by passing an
ordinary resolution. The resolution must fix the amount of the increase and the nominal vaive

of the new shares and the cumrency or currencies of the shares.

Application of the Articles to new shares

The provisions of the Articles about allotment, payment of calls, transfer, automatic
entitlement by law, forfeiture, lien and all other things apply to new shares under Article 4 in the
same way as if they were part of the Company’s existing share capital.

The power to change capital
The shareholders can pass ordinary resolutions to do any of the foilowing:

. to oonéolidate. or consolidate and then divide, all or any of the Company's share
capital into new shares of a larger nominal value than the existing shares;

. to cancel any shares which have not been taken, or agreed to be taken, by any person
at the date of the resolution, and reduce the amount of the Company’s share capital by
the amount of the cancelled shares;

. to divide some or all of its shares into shares which are of a smaller nhominal value than
is fixed in the Memorandum. This is subject to any restrictions under the legislation.
The resolution may provide that, as between the holders of the divided shares, different
rights and restrictions which the Company can apply to new shares may apply to all or
any of the different divided shares. o

Fractions of shares

If ahy shares are consolidated or divided, the Directors have the power to deal with any
fractions of shares which result. If the Directors decide to sell any shares representing
fractions, they can do so for the best price reasonably obtainable and distribute the net
proceeds of sale among members in proportion to their fractional entitlernents in accordance
with their rights and interests. The Directors can sell to any person (including the Company, if
legislation allows this) and can authorise any person to transfer those shares to the buyer or
in accordance with the buyer’s instructions. The buyer does not need to take any steps to see
how any money he is paying is used. Nor will his ownership be affected if the sale was
irregular or invalid in any way.

So far as legislation allows, when shares are consolidated or divided, the Directors can treat a
shareholder’'s shares which are held in certificated form and in uncertificated form as
separate shareholdings. The Directors can also arrange for any shares which resuit from a
consolidation or division and which represent rights to fractions of shares to be entered in the
Register as shares in certificated form where this makes it easier to sell them.

The power to reduce capital

The Company's shareholders can pass a special resolution to:

. reduce the Company’s share capital in any way; or
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(c)

(@

(e)

)

(@

(h)

the variation of any voling rights attached to any shares in the Company {and, for the
avoidance of doubt, the creation or issue of shares falling within sub-paragraph (b)(i) or
(ii) above shall not be regarded as a variation for the purposes of this sub-paragraph);

the giving by the Company of any consent or agreement to (including, without
limitation, the casting of any vote in favour of) any amendment, removal or alteration of
the effect of article 10 of the Articles of Association of BG Transco plc (company
number 2006000) as such article is altered pursuant to a special resolution passed at
the Extraordinary General Meeting of BG Transco plc convened for on or about 10
November 1999 or at any adjournment thereof or of the equivalent article in the Articles
of Association of each Reievant Subsidiary;

the giving by the Company (or any Relevant Subsidiary) of any consent or
agreement to (including, without limitation, the casting of any vote in favour of) the
creation or issue of any shares in the capital of BG Transco plc (or any Relevant
Subsidiary) other than an issue of such shares following which the Company will own
(directly or through any Relevant Subsidiary) the full legal and beneficial interest in,
and control, shares in the capital of BG Transco plc camrying at least 85 per cent. of the
voting rights exercisable at general meetings of BG Transco pic;

the disposal by the Company (or any Relevant Subsidiary) of any of the shares in BG
Transco pic held by it (or any Relevant Subsidiary) or of any rights or interests therein
or the entering into by the Company (or any Relevant Subsidiary) of any agreement
or arrangement with respect to, or to the exercise of any voting or other rights attaching
to, such shares such that the Company would cease >(direcﬂy or through any
Reievant Subsidiary) fo own the full legal and beneficial interest in, and control,
shares in the capital of BG Transco plc carrying af feast 85 per cent. of the voting rights
exercisable at general meetings of BG Transco pic. For the purposes of this paragraph,
"disposal® shall include any sale, gift, lease, licence, loan, mortgage, charge or the
grant of any other encumbrance or the permitting of any encumbrance to subsist (other
than a floating charge over the whole of the Company’s or Relevant Subsidiary’s

assets), or any other disposition to a third party,

the giving by the Company (or any Relevant Subsidiary) of any consent or
agreement to (including, without iimitation, the casting of any vote in favour of) any
abrogation, variation, waiver or modification of any of the rights or privileges attaching
to any shares of any class in BG Transco plc (or any Relevant Subsidiary) such that
the Company would cease (directly or through any Relevant Subsidiary) to own the
full fegal and beneficial interest in, and control, shares in the capita! of BG Transco pic
carmying at least 85 per cent. of the voting rights exercisable at general meetings of BG
Transco plc; and '

without limitation to any of the foregoing, any act or omission to act by the Company or
the Directors (or by any Relevant Subslidiary or its directors) which resulls in the
Company ceasing (directly or through any Relevant Subsidiary) to own the full legal
and beneficial interest in, and control, shares in the capital of BG Transco plc carrying
al least B5 per cent. of the voting rights exercisable at general meetings of BG Transco
plc.

10.3 The Special Shéreholder shall be entitled to receive notice of, and to atiend and speak at,
any general meeting or any separate meeting of the holders of any class of shares, but the
Special Share shali carry no right to vote nor any other rights at any such meeting.
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10.8

1"
1.1

11.2

113

11.4

12
121

the Company shail be calculated by multiplying the percentage of the share capital in BG
Transco plc carrying votes at its general meetings owned by its immediate holding company by
the percentage of such capital in such immediate holding company owned by its immediate
holding company and so on until the immediate holding company is the Company Provided
that if any such intermediate holding company is not a Relevant Subsidiary the percentage of
such share capital in such holding company owned by its immediate holding company or the

Company shall be deemed to be nil.

References in this Arlicle 10 to a "Qualifying Reorganisation® means any reorganisation,
reconstruction or arrangement of the Company or the Group, including, without prejudice to
the generality thereof, the super-imposition of a new holding company above the Company or
the transferring of part of the Group in whatever form to shareholders of the Company,
including, without prejudice to the generality thereof, a demerger, capital reduction or other
return of capital, dividend or distribution, so that, in each case, immediately after such
reorganisation, reconstruction or arrangement the ultimate ownership of the company or the
companies then owning the Company or the Group shall be substantially the same (except to
the extent such ownership cannot be substantially the same because by reason of the law of a
country or territory outside the United Kingdom such ownership or an offer of shares in the
transaction is precluded or is precluded except after compliance by the Company or any of the
issuers with conditions with which the Company or any of such issuers is unable to comply or
which it regards as unduly onerous) as the ultimate ownership of the Company immediately

before such transaction.

SHARES

The special rights of new shares

If the Company issues new shares, the new shares may have any rights or restrictions

attached to them. The rights can take priority over the rights of existing shares, or existing
shares can take priority over them, or the new shares and the existing shares can rank

equally. These rights and restrictions can appiy to sharing in the Company's profits or assets.
Other rights and restrictions can also apply, for example on the right to vote.

The rights and restrictions referred to in Article 11.1 can be decided by an ordinary resolution
passed by the shareholders. The Directors can also take these decisions if they do not

conflict with any resolution passed by the shareholders.

If the legislation allows this, the rights of any new shares can include rights for the holder
and/or the Company to have them redeemed.

The ability to attach particular rights and restrictions to new shares may be resfricted by special
rights previously given to hoiders of any existing shares.

The Directors’ power to deal with shares
The Directors can decide how to deal with any shares which have not been issued. The
Directors can:

» allot them on any teﬁns. which can include the right to transfer the aflotment to another
person before any person has been entered on the Register. This is known as the right to
renounce the allotment (see also Article 15) ;

* grant options to give people a choice to acquire shares in the future; or
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. treat a shareholder’s holdings in certificated form and uncertificated form as
separate shareholdings.

. prescribed period means in the first instance the period ending on the date of the
Annual General Meeting in 2005 or on 28 August 2005, whichever is earfier. After this,
the prescribed period means a period of no more than five years fixed by the
shareholders by passing a resolution at a General Meeting. The shareholders can,
by passing further resolutions, renew or extend this power (including the first
prescribed period), for periods of no more than five years each. Such resolutions can
take the form of:

o an ordinary resoiution fixing a period under Article 13.2; or

» a special resoiution fixing a period under Article 13.3; or

. a special resolution fixing identical periods under Article 13.2 and under Article
13.3; or

. a special resolution fixing different periods under Articie 13.2 and under Article
13.3.

. The Section 80 Amount for the first prescribed period is £115,000,000. For any
subsequent prescribed period the Section 80 Amount is that stated in a relevant
resolution passed by the shareholders at a General Meeting.

. The Section 89 Amount for the first prescribed period is £15,000,000. For any
subsequent prescribed period the Section 89 Amount is that stated in a relevant
special resolution passed by the shareholders at a General Meeting.

. in working out any maximum amounts of securities referred to in this Article, the

nominal vaiue of rights to subscribe for shares, or to convert any securities into shares,
will be taken as the nominal value of the shares which would be allotted if the
subscription or conversion takes place.

14  Power to pay commission and brokerage
- 141 The Company can use all the powers given by the legislation to pay commission or
brokerage to any person who:
. applies, or agrees to apply, for any new shares; or
. gets anybody else to apply, or agree to apply for, any new shares.

14.2 The rate per cent. or amount of the éo:ﬁmission paid or agreed to be paid must be disclosed
and made as required by the legislation and may be paid in either cash, by the allotment of
fully or partly paid up shares, any combination of the two or in any other way allowed by the
legislation.

15  Renunciations of allotted but unissued shares
Where a share has been allotted to a person but that person has not yet been entered on the
Register, the Directors can recognise a transfer (called a renunciation) by that person of his
right to the share in favour of some other person. The ability to renounce allotments only
applies if the termns on which the share is allotted are consistent with renunciation. The
Directors can impose terms and conditions regulating renunciation rights.
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18
18.1

18.2

18.3

18.4

18.5
18.6

18.7

18.8

18.9

1810

18.11

SHARE CERTIFICATES

Certificates

When a shareholder is first registered as the holder of any dass of shares in certificated
form, he is entitled, free of charge, to a separate share certificate for each class of shares he
holds in certificated form. If he holds shares of more than one class in certificated form, he
is entitled to receive a separate share certificate for each class.

The Company must also observe any requirements of the CREST Regulations when issuing
share certificates. Where the legislation aliows, the Company does not need to issue share
certificates.

If a shareholder receives more shares in certificated form of any class he is entitied, without
charge, to another certificate for the extra shares.

If a shareholder transfers part of his shares covered by a certificate, he is entitied, free of
charge, to a new certificate for the balance if the balance is also held in certificated form. The

old certificate will be cancelled.

The Company does not have to issue more than one certificate for any share in certificated
form, even if that share is held jointly.

When the Company delivers a ceriificate to one joint shareholder holding shares in
certificated form, this is treated as delivery to all of the joint shareholders.

The Company can deliver a certificate fo a broker or agent who is acting for a person who is
buying the shares in certificated form, or who is having the shares transferred to him in

certificated form.

The Directors can decide how share certificates are made effective. For example, they can be:

. signed by one or more Directors;

. ~ sealed with the Seal (or in the case of shares on a branch register, an official seal for
pse in the relevant teritory); or

. printed, in any way, with a copy of the Seal or with a copy of the signature of one or
more Directors. The copy can be made or produced mechanically, electronically or in
any other way the Directors approve as long as it complies with the legislation.

A share certificate must state the number and class of shares to which it relates their nomina/
value and the amount paid up on those shares. It cannot be for shares of more than one class.

The time limit for the Company to provide a share certificate in certificated form under this

Article 18 is:

. one month after the allotment of a new share (or any longer period provided by its
terms of issue);

. five business days after a transfer of fully-paid shares is presented for registration; or

. two months after a transfer of partly-paid shares is presented for registration.

Share certificates will also be prepared and sent earlier where the UK Listing Authority
requires . ’ ' '
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22

23

24

25
25.1

25.2

26

27

Interest and expenses on unpaid calls

if the person due to pay any money called for in this way does not pay it by the day that it is
due, he is liable to pay interest on the money and any expenses incurred by the Company
because of his failure to pay the call on time. This interest will run from the day the money is
due until it has actually been paid. The yearly interest rate is that fixed by the Directors (subject
to a maximum of 15 per cent) or, if no rate is fixed, at the appropriate rate (as defined by the
Companies Act) but the Directors can decide to forgo any or all of this interest or expenses.

Sums which are payable when a share is allotted are treated as a call

If the terms of a share require any money to be paid at the time the share is aliofted, or at any
fixed date, then this money will be treated in the same way as a valid call for money on shares
which is due on the same date. If this money is not paid, everything in the Articles relating to
non-payment of calls applies. This includes Articles which allow the Company to forfeit or sell
shares and to claim interest.

' ‘Calls can be for different amounts

On or before an issue of shares, the Directors can decide that shareholders may be calied on
to pay different amounts, or that they may be called on at different times.

Paying calls early

The Directors can accept payment in advance of some or all of the money due from a
shareholder before he is called on to pay the money and liability on the shares in respect of
which the payment is made shail be extinguished to the extent of that payment. The Directors
can agree to pay interest on money paid in advance (up to a maximum yearly interest rate of
15 per cent.) until it would otherwise be due to the Company at a rate fixed by the Directors.

The money which is paid in advance in this way shall not be included in calculating the

~ dividend payable on the shares in respect of which the money paid in advance has been paid.

FORFEITING SHARES AND LIENS OVER SHARES

Notice following non-payment of a call

Articles 26 to 36 apply if a shareholder fails to pay the whole amount of a call, or an
instaiment of a cafl, by the day that it is due. They also apply in the same way to a person who
is automatically entitled to a share by law The Directors can serve a notice on him any time
after the date it is due, if the whole amount immediately due has not been paid. This notice

must comply with Article 27.
Contents of the notice

The notice referred to in Article 26 must:

. demand payment of the amount immediately payable, plus any interest and any of the
Company's expenses caused by the failure to pay

e give a date by when the total referred to immediately above must be paid, but this must

be at least fourteen clear days after the notice is served on the shareholder;
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33

35

36

the Directors decide to allow credit for all or any of that value. The Directors may also decide to
waive any payment due either completely or in part.

The Company’s lien on shares

The Company has a lien on all partly paid shares. This lien has priority over claims of others to
the shares and extends to all dividends and other money payable on the shares or in respect
of them. This fien is for any money owed to the Company for the shares. The Directors can
decide to give up any lien which has arisen or that any share for a specified period of time be
entirely or partly exempt from this Article. They can also decide to suspend any lien which

would otherwise apply to particular shares.

Enforcing the lien by selling the shares

If the Directors want to enforce the lien referred fo in Article 33, they can sell some or all of the
shares in any way they decide. The Directors can authorise any person to transfer the shares
sold. But they cannot sell the shares until all of these conditions are met:

. the money owed by the shareholder must be immediately payable;

o the Directors must have given a written notice to the shareholder. This notice must
say how much is due. It must also demand that this money is paid, and say that the
shareholder’s shares will be sold if the money is not paid;

. the notice just referred to must have been served on the shareholder, or on any
person who is automatically entitled to the shares by law. This notice can be served in
any way that the Directors decide; and

. the money has not been paid by at least 14 clear days after the notice has been
served.

Using the proceeds of the sale

if the Directors sell any shares under Article 34, the net proceeds will first be used to pay off
the amount which is then payable to the Company. The Directors will pay any money left over
to the former shareholder, or to any person who would otherwise be aufomatically entitled to
the shares by law. But the Company’s lien will also apply to any money left over, to cover any
money still due to the Company which is not yet payable: the Company has the same rights
over this money as it had over the shares immediately before they were sold. f the shares are
in certificated form, the Company need not pay over anything left under this Articie 35 until
the certificate representing the shares sold has been delivered to the Company for

cancellation,
Evidence of forfeiture or sale
A Director, or the Company Secretary, can make a stafutory declaration which declares:

. that he is a Director or the Company Secretary of the Company;

. that a share has been properly surrendered, forfeited or sold to satisfy a /ien under the
Articles; and

. when the share was surrendered, forfeited or sold.
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40
40.1

402

o the Company redeems or buys back its own shares.

But this does not apply if the terms of the existing shares expressly say otherwise.

SPECIAL SHARE

Special Share

The purpose of this Article is to prevent, until the date of redemption of the Special Share
pursuant to Articie 10(5), any person (other than a Permitted Person) directly or indirectly
owning or controlling the right to cast on a poll 15 per cent or more of the votes at General
Meetings of the Company.

This Article shall remain in force untit the date of redemption of the Special Share pursuant to

Article 10(5) notwithstanding any provision in the Articles to the contrary. Thereafter this

Article shall be and shall be deemed to be of no effect (save to the extent that the provisions of

this Article are referred to in other Articles), the separate register required under paragraph

(3) of this Article shall no longer be required to be maintained by the Company and any notice

by the Company calling for a Required Disposal (whether given before or after the date of

redemption of the Special Share) and the powers of the Directors under this Article in respect
of a Required Disposal shall cease to have effect; but the validity of anything done under this

Article before that date shall not otherwise be affected and any actions taken under this Article

before that date shall be conclusive and shall not be open {o challenge on any grounds

whatsoever.

in this Article:

(a) ADR Depositary means a custodian or depositary or a nominee thereof, approved by
the Directors, under contractual arrangements with the Company by which it or that
nominee holds shares in the Company and issues American Depositary Receipts
evidencing American Depository Shares which represent rights in relation to those
shares or a right to receive them;

(b) Additional Interest means any such interest as is referred to in paragraph (d)ii)
below, '

(c) Holder means a person who has an interest in shares of the Company evidenced by
American Depositary Receipts;

(d) interest, in relation to shares, includes-

(i) any interest which would be taken into account in determining for the purposes
of Part VI of the Original Act whether a person has a notifiable interest
(including any interest which he would be taken as having for those purposes)
and

()] any interest (an Additional Interest) mentioned in section 209(1)(a), (b), (d) or
(e) of the Original Act (except that of a bare or custodian trustee under the
laws of England and Wales and of a simple trustee under the laws of Scotland)
or mentioned in section 208(4)(b) of the Original Act (but on the basis that the
entitement there referred to could arise under an agreement within the
meaning in section 204(5) and (6) of that Act), and interested shall be
construed accordingly;
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40.3

@

(h)

(0

)

(xi) a CREST member acting as trustee of shares in respect of which no other
person (other than a Permitted Person) is or becomes a Relevant Person
(including, without limitation, by virtue of being deemed to be one);

Relevant Person means any person (whether or not identified) who has, or who
appears to the Directors to have, an interest in shares which carry the right to cast 15
per cent or more of the total votes attaching to Relevant Share Capital of all classes
(taken as a whole) and capable of being cast on a poll, or who is deemed for the
purposes of this Article to be a Relevant Person, except in either case a person (or a
subsidiary of a person) in whose share capital the Special Shareholder shall be or
shall have been entitied to receive a share pursuant to Article 10(4);

Relevant Share Capital means the relevant share capital (as defined in section 198(2)
of the Original Act) of the Company; .
Relevant Shares means all shares comprised in the Relevant Share Capital in which

a Reievant Person has, or appears to the Directors to have, an interest or which are
deemed for the purposes of this Article to be Relevant Shares; and

Required Disposal means a disposal or disposals of such a number of Relevant
Shares or interests therein as will cause a Relevant Person to cease to be a Relevant
Person, not being a disposal to another Relevant Person (other than a Permitted
Person) or a disposal which constitutes any other person (other than a Permitted
Person) a Relevant Person;

and, for the purposes of this Article, where the Directors resolve that they have made -
reasonable enquiries and that they are unable to determine -

(i) whether or not a particutar person has an interest in any particular shares A
comprised in Relevant Share Capital, or '

(ii) who is interested in any particular shares so comprised,

the shares concemed shall be deemed to be Relevant Shares and ail persons
interested in them to be Relevant Persons.

Subject to paragraphs (4), (14), (15) and (16) below and without prejudice to Article 73, the
provisions of Part VI of the Original Act shall apply in relation to the Company as if - )

(@)
(b)

those provisions extended to Additional Interests; and

where any percentage prescribed by regulations under section 201 of the Original
Act exceeds three per cent, the notifiable percentage for the purpose of section 199(2)
of the Original Act remained three per cent, and accordingly the rights and obligations
arising under that Part shall apply in relation to the Company, its members and all
persons interested in Relevant Share Capital, as extended by this paragraph; but so
that Additional Interests shall, when disclosed to the Company, be entered in a
separate register kept by the Company for that purpose. The rights and obligations
created by this paragraph in respect of interests in shares (including, but not limited to,
Additional Interests) are in addition to and separate from those arising under Part VI

of the Act.

40.4 Sections 210(3) to (6), 211(10), 213(3) y(so far as it relates to section 2141(10)), 214(5), 215(8), ’
216(1) to (4), 217(7), 218(3), 219(3) and (4), 454, 455, 732 and 733 of the Original Act shall
not apply in respect of Additional Interests.
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40.8

40.10

-40.12

titie of the transferee shall not be affected by any imegularity or invalidity in the proceedings
relating thereto. The net proceeds of the disposal shall be received by the Company whose
receipt shall be a good discharge for the purchase money, and shall be paid (without any
interest being payable in respect of it and after deduction of any expenses incurred by the
Directors in the sale) to the former holder (or, in the case of joint holders, the first of them
named in the register) together with, if appropriate, a new certificate in respect of the balance
of the Relevant Shares to which he is entitied upon surrender by him or on his behalf of any
certificate in respect of the Relevant Shares sold and formerly held by him.

A holder of a Relevant Share on whom a notice has been given under (and complying with)
paragraph (5) above shall not in respect of that share be entitled, until such time as the notice
has been complied with to the satisfaction of the Directors or withdrawn, to attend or vote at
any general meeting of the Company or meeting of the holders of Relevant Share Capital or
of any class thereof, or to exercise any other right conferred by membership in relation to any
such meeting; and the rights to attend (whether in person or by representative or proxy), to
speak and to demand and vote on a poll which would have attached to the Relevant Share
had it not been a Relevant Share shall vest in the chairman of any such meeting. The manner
in which the chairman exercises or refrains from exercising any such rights shall be entirely at
his discretion. The chairman of any such meeting shall be informed by the Directors of any
share becoming or being deemed to be a Relevant Share.

Without prejudice to the provisions of the Companles Act the Directors may assume without
enquiry that a person is not a Relevant Person uniess the information contained in the
registers kept by the Company under Parl V] of the Companies Act or under Part VI of the
Original Act (as applied and extended by this Article), including the separate register to be
kept under paragraph (3) above, appears to the Directors to indicate to the contrary or the
Directors have reason to believe otherwise, in which circumstances the Directors shall make
reasonable enquiries to discover whether any person is a Relevant Person.

The Directors shall not be obliged to give any notice required under this Article to be given to

any person if they do not know either his identity or his address. The absence of such a notice

in those circumstances and any accidental error in or failure to give any notice to any person to
whom notice is required to be given under this Article shall not prevent the implementation of,

or invalidate, any procedure under this Article.

If any Director has reason to believe that a person (not being a Permitted Persbn) isa
Relevant Person, he shall inform the other Directors.

Save as otherwise provided in this paragraph, the provisions of the Articles applying to the
giving of notice of meetings to members shall apply to the giving to a member of any notice
required by this Asticle. Any notice required by this Article to be given to a person who is not a
member, or who is a member whose registered address is not within the United Kingdom and
who has not given to the Company an address within the United Kingdom at which notices
may be given to him, shall be deemed validly served if it is sent through the post in a prepaid
envelope addressed to that person at the address (or if more than one, at one of the
addresses), if any, at which the Directors believe him to be resident or carrying on business or
his last known address as shown on the register or on the lists of Holders maintained by the
ADR Depositary. The notice shall in such a case be deemed to have been given on the day
following that on which the envelope containing the same is posted, unless it was sent by
second class post or there is only one class of post, in which case it shall be deemed to have
been given on the day next but one after it was posted. Proof that the envelope was properly
addressed, prepaid and posted shall be conclusive evidence that the notice was given.
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43
43.9

43.2

° the share certificate for the shares to be transferred; and

* any other evidence which the Directors ask for to prove that the person wishing to
make the transfer is entitied to do this.

However, if a transfer is by a recognised clearing house or its nominee or by a recognised
investment exchange, a share certificate is only needed if a certificate has been issued for
the shares in question.

A share transfer form must be signed, or made effective in some other way, by the person
making the transfer. It need not be made effective by using a seal of that person.

A share transfer form must also be signed, or made effective in some other way, by the person
to whom the share is being transferred, if the share is not a fully paid-up share. It need not be
made effective by using a seal of that person.

The person making a transfer will be treated as continuing to be the shareholder until the
name of the person to whom a share is being transferred is put on the Register for that share.

If the Company registers a transfer or where the Directors have any grounds for suspecting
fraud, it may keep the transfer form. Otherwise, if the Directors refuse to register a transfer the
transfer instrument will be returned, when notice of refusal is given, to the person lodging it.

A transfer form cannot be used to transfer more than one class of shares. Each dass needs a
separate form.

No fee is payable to the Company for transferring shares or registering changes relating to the
ownership of shares.

Transfers may not be in favour of more than four joint holders.

A transfer form must be properly stamped (for payment of stamp duty) where this is required.

“The Company can refuse to register certain transfers

The Directors can refuse to register a transfer of any shares in certificated form which are not
fully paid-up. They do not have to give any reasons for refusing. But, if any of those shares are
admitted to the official list maintained by the UK Listing Authority, the Directors cannot refuse
to register a transfer if this would stop dealings in the shares from taking place on an open and .

proper basis.

if the Directors decide not to register a transfer of a share, they must notify the person to whom
the shares were to be transferred. This must be done no later than two months after the
Company receives the transfer (in the case of a share in certificated form) or the instruction
from the operator of the relevant system (in the case of a share in uncertificated form).

Closing the Register

The Directors can decide to suspend the registration of transfers by closing the Register. This
can be for part of a day, a day, or more than a day. Suspension periods can vary between
different classes of shares. But the Register cannot be closed for more than 30 days a year. In
the case of shares in uncertificated form, the Register must not be closed without the

- consent of the Operator of a relevant system.
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51.2

51.4

The rights of people automatically entitled to shares by law

A person who is aufomatically entitled to a share by law is entitied to any dividends or other
money relating to the share, even though he is not registered as the holder of that share. But
the Directors can withhold the dividend and other money until a person has been properly
registered as the shareholder as faid down in the Articles. They can aiso withhold the dividend
if the person who was previously entitled to the share could have had his dividend withheld.

Unless and until he is registered as the holder of the share the person automatically entitled to
a share by law is not entitled:

+ toreceive notices of, or
o attend or vote at meetings; and

s  (subject to Article 50.1) to any of the other rights and beneﬁts of being a shareholider.
SHAREHOLDERS WHO CANNOT BE TRACED

Shareholders who cannot be traced
The Company can sell any shares at the best price reasonably obtainable if:

. during the 12 years before the eariest of the advertisements referred to in the next
paragraph, at least three dividends have been payable and none has been claimed;

. after this 12-year period, the Company announces that it intends to sell the shares by
placing an advertisement in a national newspaper and in a newspaper appearing in the
area which includes the address held by the Company for serving notices relating to
ihe shares; and :

. duh‘ng this 12-year period, and for three months after the last advertisement appears,
the Company has not heard from the shareholder or any person who is automatically

entitled to the shares by law.

To sell any shares in this way, the Company can appoint any person to transfer the shares.
This transfer will be just as effective as if it had been signed or made effective in some other
way by the registered holder of the shares, or by a person who is automatically entitled to the
shares by faw. The ownership of the person to whom the shares transferred wili not be affected
even if the sale is iregular or invalid in any way. Nor does the new holder of the shares need to

~take any steps to see how any money he may be paying for the shares is used.

The net sale proceeds belong to the Company untit claimed undér this Article 51, but it must
pay these to the shareholder who couid not be traced, or fo the person who is automatically
entitled to his shares by law, if that shareholder, or that other person, asks for it.

The Company must record the name of that shareholder, or the person who was
automatically entitled to the shares by law, as a creditor for this money in its accounts. The
money is not held on trust, and no interest is payable on the money. The Company can keep
any money which it has eamed on the net sale proceeds. The Company can use the money
for its business, or it can invest the money in any way'that the Directors decide. But the money
cannat be invested in the Company’s shares, or in the shares of any holding company of the

Company.
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55.4

55.5

55.6

. state whether the meeting is an Annual or Extraordinary General Meeting.

Notices of meetings must be given to the shareholders, except in cases where the Articles or
the rights attached to shares state that the holders are not entitled to receive them from the
Company. Notice must also be given to the Company’s auditors. The day when the notice is
served (see Article 144), or is treated as served, and the day of the meeting do not count

towards the period of notice.

In relation to any class of shares some of which are in uncertificated form, the Company can
decide that only people who are entered on the Register at the close of business on a
particular day are entitled o receive such a notice. That day shali be a day chosen by the
Company and falling not more than 21 days before the notice is sent.

If the Company cannot effectively call 8 General Meeting by sending notices through the post,
because the postal service is suspended or restricted in the United Kingdom, the Directors
can call the meeting by publishing a notice in at least two United Kingdom national
newspapers. Notice published in this way will be treated as being properly served on
shareholders who are entitled to receive it on the day when the advertisement appears. If it

“becomes possible to use the postal service again more than seven days before the meeting,

the Company must send confirmation of the notice through the post.

Unless the Companies Act does not require it, the Company must, on the requisition in
writing of such number of shareholders as is specified in the Companies Act, send to

shareholders:

. entitled to receive notice of the next Annual General Meeting notice of any resolution
which may properly be proposed and is intended to be proposed at that meeting; and

. enfit!ed to receive notice of any General Meeting any statement of not more than one
thousand words with respect to the matter referred to in any proposed resolution or the
business to be dealt with at that meeting.

Notice of any resolution shall be given, and any such statement shall be circulated, to
shareholders of (he Company entitled to have notice of the General Meeting sent to them.
The cost of this, unless the Company decides otherwise, must be borne by the requisitionists.

A General Meeting can be moved at short notice

If the Directors consider that it is impractical, or unreasonable, to hold a General Meeting at the
place stated in the notice calling the meeting, they can move or postpone the meeting, or do
both of these things. If the Directors do this, an announcement of the date, time and place of
the rearranged meeting will, if practical, be published in at least two United Kingdom national
newspapers. Notice of the business of the meeting does not need to be given again. The
Directors must take reasonable steps to ensure that any shareholder trying to attend the
meeﬁng at the original time and place is informed of the new arrangements. If a meeling is

- rearranged in this way, proxy forms can be delivered, in the way required by Article 77, until 48

hours before the rearranged meeting. The Directors can also move or postpone the rearranged
meeting, or both, under this Article 56. »
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62.2

62.3

62.4

63

The procedure if there is no quorum

This Article 61 applies if a quorum is not present within 30 minutes of the time fixed for a
General Meeting to start or within any longer period which the chairman may decide on or if
during a meeting a quorum ceases to be present. :

If the meeting was called by shareholders it is dissolved. Any other meeting is adjourned to
any day, time and place stated in the notice of meeting. If the notice does not provide for this
the meeting is adjourned to a day, time and place decided on by the chairman.

If at the adjourned meeting a quorum is not present within 15 minutes of the time fixed for it,
the meeting is dissoived.

Adjourning meetings

The chairman of a General Meeting can adjourn the meeting, before or after it has started, and
whether or not a quorum is present, if he considers that:

. there is not enough room for the number of shareholders who wish to attend the
meeting;

. the behaviour of the people present prevents, or is likely to prevent, the business of the
meeting being carried out in an orderly way; or

. an adjournment is necessary for any other reason, so that the business of the meeting
can be properly carried out.

The chairman does not need the consent of the meeting to adjourn it for any of these reasons
to a time, date and place which he proposes. This includes an indefinite adjoumment. The
adjournment will be to another time, which may be later on the same day as the meeting, and
can be to another place. The chaimnan will decide on these matters. '

The chaimman of a General Meeting can also adjoum a meeting which has a quorum present, if
this is agreed by the meeting. This can be to a time, date and place proposed by the chairman.
It includes an indefinite adiournment. The chairman must adjourn the meeting if the meeting
directs him to. In these circumstances the meeting will decide how long the adjournment will
be, and where it will adjoun to. If a meeting is adjouned indefinitely, the Directors will fix the
time, date and place of the adjourned meeting.

General Meelings can be adjoumned more than once. But if 2 meeting is adjourned for more
than 28 days or indefinitely, at least seven clear days’ notice must be given for the adjourned
meeting in the same way as was required for the original meeting. if a meeting is adjourned for
less than 28 days, there is no need to give notice about the adjourned meeting, or about the
business 1o be considered there. Sufficient notice is given if it is given by an.advertisement
published in at least one national daily newspaper published in the United Kingdom.

An adjourned General Meeting can only deal with business that could have been dealt with at
the original meeting before it was adjoumned.

Amending resolutions

If the Chairman, acting in good faith, rules an amendment to a resolution out of order, any error
in that ruling will not affect the validity of a vote on the original resolution.
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67 A meeting continues after a poll is demanded
A demand for a poll on a particular matter does not stop a meeting from continuing and dealing
with other matters.
68  Timing of a poll
Subject to Article 66, any poll can either be taken immediately at the meeting or within 30 days
and at a place decided on by the chairman. No notice is required for a poll which is not taken
immediately if the time and place at which it is to be taken are announced at the General
Meeting at which it is demanded. If the time and place at which the pofl is to be taken is not
announced at the meeting at which it is demanded seven clear days’ notice must be given of
the time and place at which the poll is to be taken.
69 The chairman’s casting vote
If the votes are equal, either on a show of hands or a poll, the chairman of the General Meeting
is entitied to a further, casting vote. This is in addition to any other votes which he may have as
a shareholder, or as a proxy.
70  The effect of a declaration by the chairman
The following applies when there is a vote by a show of hands, and no poll is demanded, or
any demand for a pofl is withdrawn. Any declaration by the chairman on a point of order is
_conclusive. In addition, a corresponding entry in the minute book is conclusive proof of the
following declarations by the chairman of the General Meeting:
. a resolution has been camied;
. a resolution has been carried unanimously;
. a resolution has been carried by a particular majority;
e has not been carried by a particufar majority;
. a resolution has been lost; or
. a resolution has been lost by a particular majority.
There is no need to prove the validity, number, or proportion of votes recorded for or against a
resolution.
VOTING RIGHTS
71 The votes of shareholders
711 When a shareholder is entitled to attend a General Meeting and vote, he has only one vote
on a show of hands. A proxy cannot vote on a show of hands. Where there is a poll, a
shareholder who is entitled to be present and to vote has one vote for every share which he
holds. This is subject to any special rights or restrictions which are given {o any class of
shares by, or in accordance with, the Articles.
71.2 To decide who can attend or vote ’at a General Meeting and how many votes can be cast,
the notice of the meeting can give a time by which people must be entered on the Register
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73.5

73.6

73.7

73.8

73.9

. the transfer is of part only of his holding; and

. when presented for registration, the transfer is accompanied by a
certificate by the shareholder. Such certificate must be in a form
satisfactory to the Directors and state that afler due and careful enquiry
the shareholder is satisfied that none of the shares included in the
transfer are default shares.

Any Section 212 Notice can treat shares of a shareholder in certificated and uncertificated
form as separate shareholdings and either apply only to shares in certificated form or to
shares in uncertificated form or apply differently to shares in certificated and uncertificated
form. In the case of shares in uncertificated form the Directors can only use their discretion
to prevent a transfer if this is aliowed by the CREST Regulations.

The Company must send a copy of the Section 212 Notice to each other person who
appears to be interested in the shares covered by the notice, but if it fails to do so, this does
not invalidate such notice.

A Section 212 Notice has the effect which it states while the default resulting in the notice
continues. It then ceases to apply when the Directors decide (which they must do within one
week of the default being cured). The Company must give the shareholder writien notice of

the Directors’ decision.

A Section 212 Notice also ceases to apply to any shares which are transferred by a
shareholder in a transfer which would be permitted under Article 73.3 even where a Section
212 Notice restricts transfers.

For the purposes of this Article 73,a person is treated as appearing o be interested in any
shares if the shareholder holding such shares has been served with a notice under Section
212 of the Companies Act and:

. the shareholder has named such person as being so interested; or

. (afier taking into account the response of the shareholder to such notice and any other
relevant information) the Company knows or has reasonable cause to believe that the

person in question is or may be interested in the shares.
For the purposes of this Article 73 a transfer of shares is an approved transfer if:

’ it is a transfer of shares to an offeror or under an acceptance of a fake-over offer {as
defined in Section 428 of the Companies Act); or

. the Directors are satisfied that the transfer is made pursuant to a bona fide sale of the
whole of the beneficial ownership of the shares to a party unconnected with the
shareholder or with any person appearing to be interested in the shares. This includes
such a sale made through the London Stock Exchange or any other stock exchange
on which the Company's shares are normally traded. For this purpose any associate
(as that term is defined in Section 435 of the Insolvency Act 1986) is included amongst
the persons who are connecied with the shareholder or any person appearing to be
interested in the shares.

73.10 For the purposes of this Article 73 “interested” has the same meaning as in Section 212 of the

Companies Act.
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76.5

76.6
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The proxy form must make provision for two-way voting on all resolutions intended to be
proposed, other than resolutions which are merely procedural.

The accidental omission to send out a proxy form to a shareholder entitied to it (or non receipt
by him of the proxy form) will not invalidate any resolution passed or proceedings at the
General Meeting to which the proxy form relates.

A shareholder may appoini more than one proxy to attend the same meeting. Deposit of the
proxy form does not prevent a shareholder from attending and voting at the meeting or at any
adjournment of it.

A proxy need not be a shareholder.

Delivering proxy forms

A proxy form must be delivered to the place stated in the notice of General Meeting, or in the
proxy form, or, if no place is stated, to the office where the Register is kept or, if the
Directors decide to accept proxies by electronic mall, in the way that they specify. It must
be delivered at least:

. 48 hours before a General Meeting, or an adjoumned meeting; or

. 48 hours before a poll is taken, if the poll is not taken on the same day as the General
Meeting or adjourned meeting.
To the extent that the legislation permits, Directors can decide to accept proxies delivered by

electronic mail, subject to any limitations, restrictions or conditions they decide to apply and
Articles 76.1 and 76.2 may be disapplied in relation to a proxy formn delivered in this way.

If a proxy form is signed by an agent, the power of attorney or other authority relied on to sign
it, or a copy which has been certified, must be delivered with the proxy form, unless the power
of attomey has already been registered with the Company.

If Article 77 is not complied with, the proxy will not be able to act for the person who appointed
him. - '

Where two or more proxy forms are delivered for use by the same shares, the one which has
been delivered last (regardless of when it was signed) shall be treated as replacing and
revoking the others which have been delivered. If the Company can not decide which form
was delivered last, none of the forrns shall be valid.

Unless the proxy form says otherwise, it will be valid at an adjoumed General Meeting as well
as for the original General Meeting to which it relates.

A shareholder can attend and vote at a General Meeting on a show of hands or on a poll even
if he has appointed a proxy to atiend and vote at that meeting. However, if he votes in person
on a resolution, then as regards that resolution his appointment of a proxy will not be valid.

Cancellation of a proxy’s authority

Any vote cast in the way a proxy form authorises, or any demand for a poll made by a proxy,
will be valid even though: ‘

) the person who appointed the proxy has died or is of unsound mind,
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84.2

85
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85.2

853

86

DIRECTORS

The number of Directors

There must be at least two Directors until 1 September 2000, and, after that date, four
Directors (other than alternate directors). But the shareholders can vary this minimum by
passing an ordinary resolution. There is no maximum number of Directors.

Qualification to be a Director

A Director need not be a shareholder, but a Director who is not a shareholder can still attend
and speak at shareholders’ meetings.

Directors’ fees

Each of the Directors may be paid a fee for his services. The Directors can decide on the
amount, timing and manner of payment of Directors’ fees, but the total of the fees paid to all of
the Directors (excluding amounts paid as special pay under Article 85, amounts paid as
expenses under Article 86 and any payments under Articie 87) must not exceed:

. £300,000 a year; or
) any higher sum decided on by an ordinary resolution at a General Meeting.

Unless an ordinary resolution is passed saying otherwise, the fees will be divided between
some or all of the Directors in the way that they decide. K they fail to decide, the fees will be
shared equally by the Directors, except that any Director holding office as a Director for only
part of the period covered by the fee is only entitied to a pro rata share covering that part of the

period pay.

Special Pay

The Directors can award special pay to any Director who:

e actsin an executive capacity;

. acts as Chairman or Chief Executive Deputy Chairman (whether or not this office is
executive or non-executive),

. serves on or acts as chairman to any committee of the Directors; or

. performs any other services which the Directors consider to extend beyond the
ordinary duties of a Director.

Special pay can take the form of salary, commission or other benefits or can be paid in some
other way (for example by issuing shares to the Directors). This is decided on by the Directors

“and may be a fixed sum or percentage of profits or otherwise.

Special pay is additiona! to fees paid under Article 84.1.

Directors’ expenses
The Company can aiso repay to a Director all reasonable expenses incurred:

. to attend and return from shareholders’ meetings;
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93.2

94

CHANGING DIRECTORS

Age limits

Provisions of the legislation which, read with these Articles, would restrict the appointment of
a Director or require him to stop being a Director because he has reached a particular age do
not apply to the Company. This includes restrictions and requnrements involving special
formalities once an age limit is reached.

Retiring Directors

At each Annual General Meeting any Director who was elected or last re-elected a Director at
or before the Annual General Meeting held in the third calendar year before the current year
shall automatically retire from office.

If the rule in Article 90.1 results in less than one third of the Directors retiring at an Annual
General Meeting, then such further Directors shall retire by rotation as would bring the number
retiring up to one-third of the number of Directors in office at the date of the notice of meeting

 (or, if one third is not a whole number, the number nearest to one-third).

Selection of Directors to retire by rotation
This Article states which Directors must retire by rotation at an Annual General Meeting under
Article 90.2:

o First, any Director who wants to retire at the meeting, and who does not want to be re-
elected;

e Secondly, those Directors who have been Directors longest since they were last elected. If
there are Directors who were last elected on the same date, they can agree on who is to
retire. If they do not agree, they must draw lots.

Eligibility for re-election
Aretiring Director is eligible for re-election.

Re-electing a Director who is retiring

At the General Meeting at which a Director retires he may be re-elected (as long as the
Director has not told the Company in writing that he does not wish to be re-elected) if the
shareholders pass an ordinary resolution to re-elect the Director.

A Director retiring at a General Meeting retires at the end of that meeting or (if earier) when a
resolution is passed to appoint someone in his place. Where a retiring Director is re-elected (or
treated as re-elected under Article 92.1) he continues as a Director without a break.

Election of two or more Directors

A single resolution for the election of two or more Direclors is void unless the putting of the
resolution in this form has been approved by an earlier procedural vote taken at the General
Meeting, with no votes cast against.
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. If he makes any arrangement or composition with his creditors or applies for an interim
order under Section 253 of the Insolvency Act 1986 in connection with a voluntary
arrangement under the Insolvency Act 1986.

. If he becomes of unsound mind.

. If he has missed Directors’ meetings for a continuous period of six months, without
permission from the Directors, and the Directors pass a resolution stating that he has
ceased to be a Director. ’

. If he is prohibited from being a Director under the legislation.
) If (except where his contract of service prevents him from resigning), he:
(i) gives the Company a letter of resignation; or

(i) offers to resign and the Directors pass a resolution accepting the offer.

. If all the other Directors pass a resolution, or sign a notice, requiring the Director to
resign. He will cease to be a Director when the notice is served on him. But if a Director
is removed in this way this is an act of the Company which does not affect any claim
for damages for breach of any contract of service which he may have.

. If he holds any executive office and his appointment as such is terminated or expires
and the Directors resolve that his office should be vacated.

When a Director stops being a Director for any reason, he will also automatically cease to be a
member of any committee. Removal from office will be without prejudice to any claim which he
or the Company might bring in relation to any contract of service between him and the

Company.

DIRECTORS’ MEETINGS

Directors’ meetings

The Directors can decide when to have meetings and how they shall be conducted, and on the
quorum. They can also adjourn their meetings. :

Who can call Directors’ meetings

A meeting can be called by any Director. The Company Secretary must also call a meeting if
a Director requests a meeting. : '

How Directors’ meetings are called

Meetings are called by serving a notice on all the Directors who. are present in the United
Kingdom. This notice may be given to a Director personally, by word of mouth, by notice in
writing (sent to him at his last known address) or by electronic mail (sent to him at his last
known electronic address or fax number). If a Director is outside of the United Kingdom he
may provide an address inside the United Kingdom for service of notice when he is abroad.
The Company does not have to give such a Director any longer period of notice than he is
entited to when he is in the United Kingdom. Any Director can waive notice of any meeting,
including one which has already taken place.
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109.3

Resolutions in writing

This Article 107 applies to a written resolution which is signed by ali of the Directors who are
entitied to receive notice of a Directors’ meeting or of a meeting of a committee. This kind of
resolution is just as valid and effective as a resolution passed by those Directors at a meeting
or committee meeting which is properly called and held.

The resolution can be passed using several copies of a document, if each document is signed
by one or more Directors. These copies can be fax copies. A resolution signed by an alternate
director need not aiso be signed by his appointor. Also, a resolution signed by an appointor of
an alternate director need not aiso be signed by that altemate in that capacity.

A written resolution will be valid at the time it is signed by the iast Director.

The validity of Directors’ actions

Everything which is done by any Directors’ meeting, or by a committee of the Directors, or by a
person acting as a Director, or as a member of a committee, will, in favour of anyone dealing
with the Company in good faith, be valid even though it is discovered later that any Director, or
person acting as a Director, was not properly appointed. This also applies if it is discovered
later that anyone was disqualified from being a Director, or had ceased to be a Director, or was
not entitied to vote. In any of these cases, in favour of anyone dealing with the Company in
good faith, anything done will be as valid as if there was no defect or irregularity of the kind

referred to in this Article 108.

DIRECTORS' INTERESTS

Directors’ interests in transactions with the Company

if the legislation allows and he has disclosed the nature and extent of his interest to the
Directors, a Director can:

. have any kind of interest in any existing or proposed contract, transaction or
arrangement with or involving the Company;

. have any kind of interest in any existing or proposed confract, transaction or
arrangement with or involving another company (including being a director, officer or
employee) in which the Company has some interest;

. alone (or through some firm with which he is associated) do paid professional work for
the Company (other than as Auditor).

A Director does not have to hand over to the Company any benefit he receives as a result of
anything allowed under Article 109.1, and no contract, transaction or arrangement of the type
described above will be liable to be avoided on the grounds of any Director’s interest or

benefit.

If the Company holds or owns shares in another company, the Directors can exercise votes
attached to such shares or if any of the Directors are Directors of such other company, they
may vote as Directors of that other company in such manner as they think fit.
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110.3

110.4

111

112

. any arrangement for the benefit of employees of the Company, or any of its
subsidiaries, which only gives him benefits which are also given generally to the

employees to whom the arrangement relates,;

. a resolution about any proposal relating to any insurance against fiability which the
Company can buy and renew for the benefit of Directors, or of a group of people which

includes Directors; or

. a resolution about a retirement benefits scheme which has been approved, or is
conditional on approval, by the Board of inland Revenue for tax purposes.

This Article 110.3 applies if the Directors are considering proposals about appointing two or
more Directors to positions with the Company or any company in which the Company is
interested. It also applies if the Directors are considering setting or changing the terms of the
appointment. These proposals can be split up to deal with each Director separately. If this is
done, each Director can vote and be included in the quorum for each resolution, except the
one conceming him. But he cannot vote if the resolution relates to appointing him to a
company which the Company is interested in if he has an interest of 1 per cent or more in that
company in the way described in Article 110.2,

If any question comes up at a meeting about whether a Director has a material interest, or
whether he can vote, and the Director does not agree to abstain from voting on the issue, the
question shall be referred to the chairman of the meeting or, if the Director concemned is the
chairman, to the other directors at the meeting. The acting chairman’s ruling about any other
Director is final and conciusive, unless the kind and extent of the Director's interests have not
been fairly disclosed to the Directors. The acting chairman will have a casting vote.

More about Directors’ interests
For the purpose of Articles 109 and 110:

. a general notice given to the Directors that a Director has an interest of the kind stated
in the notice in any contract, transaction or arrangement involving any company or
person identified in the notice is treated as a ‘standing disclosure that the Director has

such interest;

. an interest of a person who is oonnected wnth the Director under Section 346 of the .
Companies Act will be treated as an interest of the Director;

. interests which are unknown to the Director and which it is unreasonable to expect him
to know about are ignored.

MINUTES

Minutes
Directors shall ensure that minutes are made in the appropriate books:
. recording the appointment of officers made by the Directors;

. recording the proceedings of the meetings of the Company, of holders of any class of
shares, of the Directors and of committees of the Directors; and

. recording in each case the names of the Directors present,
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. attach to any existing office or employment with the Company such a designation or
title;

and may terminate any such appointment or the use of any such designation or title.

The inclusion of the word “Director” in the designation or title of any such office or employment

116.2

shall not imply that the hoider is a Director of the Company. The holder of that designation or

title is not empowered to act as, or be deemed to be, a Director of the Company for any of the

purposes of these Articles.
117 Signature on cheques etc.

All cheques, promissory notes, drafts, bilis of exchange, and other negotiable or transferable

instruments, and all receipts for money paid to the Company, can be signed, drawn, accepted,

endorsed, or made legally effective, in such manner as the Directors decide by passing a

resolution.

118 Borrowing powers
S;': far as the Companies Acts allow, the Directors can exercise all the powers of the

Company to:

. borow money; _

. issue (subject to the provisions of the Companies Acts regarding authority to affot
debentures convertible into shares) debentures and other securities; and

. give any form of:

. guarantee; and
. security, either outright or as collateral and over all or any of the Company’s
undertaking, property and uncalled capital;

for any debt, liability or obligation of the Company or of any third party.

119 Borrbwing restrictions
119.1 The Directors must:
. limit the Borrowings of the Company; and
) exercise all voting and other rights or powers of control exercisable by the Company in
__relation to its subsidiary undertakings,

to ensure that the total amount of all Borrowings by the Group outstanding at any time will not

exceed: '

. for the period from the date of the adoption of these Articles to (and including) the date
of the approval by the Directors of the Group's audited financia! statements for the
year ending 31 December 2000, £10 billion (or its equivalent in any other currency or
currencies) at such time; and s

. at any time after the date of the approval by the Directors of the Group's audited
financial statements for the year ending 31 December 2000, three times the Adjusted
Total of Capital and Reserves at such time.
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1194

120
120.1

months after the date on which by reason of a determination of the Company’s auditors or
otherwise the Directors became aware that such a situation has or may have arisen.

No lender or other person dealing with the Group need be concermned whether the borrowing
limit is observed. No debt incurred or security given in breach of the borrowing limit will be
invalid or ineffective unless the iender or the recipient of the security had express notice at the
time when the debt was incurred or security given, that the limit had been or would as a resuit

be breached.

ALTERNATE DIRECTORS

Alternate Directors

Any Director may appoint any person (including another director) to act in his place (such
person is called an alternate director). Such appointment requires the approval of the
Directors, unless the proposed altemate director is another Director. A Director appoints an

- alternate director by delivering a signed appointment (or in any other manner which has been

120.2

120.3

approved by the Directors) to the Company. An alternate director need not be a
shareholder.

The appointment of an alternate director ends if the Director appointing him ceases to be a
Director, uniess that Director retires at a General Meeting at which he is re-elected under
Article 93. A Director can also remove his alternate by delivering a signed notice (or doing
something else which has been approved by the Directors) delivered to the Registered Office.
An alternate director can also be removed as an altemate by a resolution of the Directors.

An alternate director is entitied to receive notices of Directors’ meetings once he has given
the Company an address, electronic address or fax number to which notices may be served
on him. He is entitled to attend and vote as a Director at any such meeting at which the

- Director appointing him is not personally present and generally at such meeting to perform all

functions of the Director appointing him as a Director. If he is himself a Director or attends any
such meeting as an altemate for more than one Director, he will have one vote for each

- Director for whom he acts as an altemate, in addition to his own vote as a Director. However,
“he may not be counted more than once for the purposes of the quorum. If his appointor is

1204

1205

temporarily unable to act through ill health or disability his signature to any resolution in writing
of the Directors is as effective as the signature of his appointor.

if the Directors decide to allow this, Article 120 also applies in a similar fashion to any meeting
of a committee of which his appointor is a member.

An alternate director shall be an officer of the Company and shall alone be responsible to the
Company for his own actions and mistakes. Except as said in this Arlicle 120, an alternate
director: . :

. does not have power to act as a Director,

. is not considered to be a Director for the purposes of the Articles;

. is not considered to be the agent of his appointor; and

. ‘cannot appoint an alternate director.
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122.5

122.6

122.7

123
1231

123.2

123.3

124

The Directors can use all the powers given by the legisiation relating to official seals for use
abroad.

Certificates for debentures or other securities of the Company may be printed in any way and
may be sealed and/or signed for in any manner allowed by these Articles.

As long as it is allowed by the legislation, any document is signed by one Director and the
Company Secretary or by two Directors and expressed to be entered into by the Company
shall have the same effect as if it had been made effective by using the Seal. However no
document which states that it is intended to have effect as a deed shall be signed in this way
without the authority of the Directors or of a committee authorised by the Directors to give such

authority.

AUTHENTICATING DOCUMENTS

Establishing that documents are genuine

Any Director, or the Company Secretary, has power to authenticate any of the following
things, and to certify copies or extracts from them as true copies or extracts:

. any documents relating to the Company’s constitution;

. any resolutions passed by the shareholders, or by the Directors or by a committee of
the Directors; and

. any books, documents, records or accounts which relate to the Company’s business.

The Directors can also give this power to others. When any books, documents, records and
accounts are not kept at the Registered Office, the officer of the Company who holds them is
treated as a person who has been authorised by the Directors to authenticate any of them, and

to provide certified copies or extracts from them.

This Article 123.3 applies to a document which appears to be a copy of a resolution or an
extract from the minutes of any meeting, and which is certified as a copy or extract as
described in Article 123.1 or 123.2. This document is conclusive evidence for anyone who

deals with the Company on the strength of the document that:

. the resolution has been properly passed; or

. the extract is a true and accurate record of the proceedings of a valid meeting.

RESERVES

Setting up reserves

he Directors can set aside any profits of the Company and hold them in a reserve. The
Directors can decide to use these sums for any purpose for which the profits of the Company
can lawfully be used. Sums held in a reserve can either be employed in the business of the
Company or be invested. The Directors can divide the reserve into separate funds for special
purposes and aller the funds into which the reserve is divided. The Directors can also carry
forward any profits without holding them in a reserve. The Directors must comply with the

restrictions under the legislation which relate to reserve funds.

AD0701703/0.11a/17 Oct 2000

-53-



129

130

131
13141

131.2

131.3

1314

Apportioning dividends

All dividends will be divided and paid in proportions based on the amounts which have been
paid up on the shares during any of the period for which the dividend is paid. Sums which have
been paid up in advance of calls do not count as paid up for this purpose. But if the terms of
any share say tha! it will be entitied to a dividend as if it were a fully paid-up, or partly paid-up,
share from a particular date (in the past or the future), it will be entitied to a dividend on this
basis. This Article 129 applies uniess the rights attached to any shares, or the terms of any

shares, say otherwise.

Deducting amounts owing from dividends and other money

If a shareholder owes any money for calls on shares, or money relating in any other way to
shares, the Directors can deduct any of this money from:

. any dividend on any shares held by the shareholder; or
. any other rmoney payable by the Company in connection with the shares.

Money deducted in this way can be used to pay amounts owed to the Company in connection
with the shares.

Payments to shareholders
Any dividend or other money payable in cash (whether in sterling or foreign currency) relating
to a share can be paid: : ,

. by cheque or warrant or any other similar financial instrument made payable to the
sharehoider who is entitied to it and sent direct to his registered address or, in the

case of joint shareholders, to the shareholder who is first named in the Register and

sent direct to his registered address, or to someone else named in a written instruction
from the shareholder (or from all joint shareholders);

. in the case of shares in uncertificated form, by the use of a refevant system,

. by inter-bank transfer or other electronic means to an account named in a written
instruction from the person receiving the payment; and/or

. in some other way agreed between the sharehoider (or all joint shareholders) and
the Company.

For joint shareholders, or persons jointly and automatically entitied to shares by law, the
Company can rely on a receipt for a dividend or other money paid on shares from any one

such person.

Cheques and warrants are sent, and payment in any other way is made, at the risk of the
people who are entitied to the money. The Company is treated as having paid a dividend if
such a cheque or warrant is cleared or if a payment using a relevant system or bank transfer
or other electronic means is made in accordance with instructions given by the Company. The
Company will nof be responsible for a payment which is lost or delayed.

Unless the rights attached to any shares, or the terms of any shares, or the Articles say
otherwise, a dividend, or any other money payable in respect of a share, can be paid in
whatever currency the Directors decide using an appropriate exchange rate selected by the
Directors for any currency conversions which are required.
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135.2

135.3

1354

136

136.1

136.2

136.3

. which is part of any of the Company's reserves (including premiums received when
any shares were issued, capital redemption reserves or other undistributable reserves);
or

. which the Company is holding as undistributed profits.

Unless the ordinary resolution states otherwise the Directors will use the sum which is changed
into capital by setting it aside for the Ordinary Shareholders or other shareholders so
entitled on the Register at the close of business on the day the resolution is passed (or
another date stated in the resolution or fixed as stated in the resolution). The sum set aside
must be used to pay up on the shareholders' behalf any amount which is unpaid on shares
held by them or to pay up in full shares of the Company and allof such shares and distribute
them to shareholders (or as they may direct) as bonus shares in proportion to their holdings of
Ordinary Shares at the time. The shares can be Ordinary Shares or, if the rights of other
existing shares allow this, shares of some other class. The Directors may resolve that any
shares allotted to any shareholder in respect of his holding of partly paid shares shall only
entitle that shareholder to a dividend to the extent that those partly paid shares entitle him.

If any difficulty arises in operating this Article 135, the Directors can resolve it in any way which
they decide. For exampie they can deal with entitiements to fractions of a share. They can
decide that the benefit of share fractions belongs to the. Company or that share fractions are
ignored or deal with fractions in some other way including by cash payment.

The Directors can appoint any person to sign any contract with the Company on behalf of
those who are entitied to shares under the resolution. Such a contract is binding on all-
concemed.

SCRIP DIVIDENDS

Shareholders can be offered the right to receive extra shares instead of cash
dividends ’

The Directors are authorised, generally and without conditions, to offer to holders of Ordinary
Shares the right to choose to receive extra Ordinary Shares, which are credited as fully paid
up, instead of some or all of their cash dividend. They are authorised to do this for the period
which begins on the date on which these Articles are adopted (which is shown on the first
page of these Articles) and ends on the date of the Annual General Meeting of the Company
occurring in 2001. Thereafter, the shareholders must have passed an ordinary resolution
authorising the Directors to make this offer before the Directors can do this.

The ordinary resolution can apply to a particular dividend or dividends. Or it can apply to some
or all of the dividends which may be declared or paid in the period up to and including the
Annual General Meeting which is held in the fifth year after the ordinary resolution is passed.

The Directors can offer shareholiders the right to request new shares instead of cash for:

. the next dividend; or

) all future dividends (if a share altenative is made available), until they tell the
Company that they no longer wish to receive new shares.

The Directors can also allow shareholders to choose between these alternatives.
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. shares in certificated form if the corresponding elected shares were shares in
certificated form on the record date for that dividend.

136.10 The new Ordinary Shares rank equally in all respects with the existing fully paid-up Ordinary

Shares on the record date for the dividend. But, they are not entitied to share in the dividend
from which they arose and do not allow the holder to opt for new shares instead of that
dividend.

136.11 The Directors can decide that new shares will not be available in place of any cash dividend,

They can decide this at any time before new shares are allotted in place of such dividend,
whether before or after shareholders have opted to receive new shares.

136.12 The Directors have the power to do all acts and things they consider necessary to give effect to

137

138
138.1

138.2
138.3

139
139.1

139.2

this Article.
ACCOUNTS

Accounting and other records

The Directors shall make sure that proper accounting records that comply with the legistation
are kept to record and explain the Company’s transactions.

Location and inspection of records

The accounting records shall be kept:

) at the Registered Office; or A 7

° at any other place which the legislatioh allows, and the Directors decide on.
The Company’'s officers always have the right to inspect the accounting records.

Anyone else (including a shareholder) does not have any right to inspect any books or papers
of the Company unless: ’

. the legislation or a proper court order or an ordinary resolution of the Company gives
him that right; or '

. the Directors authorise him to do so.

Sending copies of accounts and other documents

This Article 139 applies to every balance sheet and profit and loss account to be laid before
the shareholders at a General Meeting with any other document which the legislation
requires to be attached to these, induding the Directors and auditors reports.

Copies of the documents set out in Article 138.1 must be sent to the Company's
shareholders and debenture holders and all other people to whom the Articles, or the
legisiation, require the Company to send them. This musi be done at least 21 clear days
before the relevant General Meeting. But the Company need not send these documents to:

. shareholders who are sent summary financial statements in accordance with the
legislation; _
. more than one joint holder of shares or debentures; or

. any person for whom the Company does not have a current address.
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143

144
144.1

144.2

145
145.1

145.2

146.3

1454

146

Notices to joint holders

When a notice or document is to be given to joint shareholders it shall be given to the joint
shareholder who is listed first on the Register, but ignoring any joint shareholder without a
United Kingdom address under Article 142 or Article 144. A notice given in this way is treated

* as given to all of the joint holders.

Notices for shareholders with foreign addresses

This Article 144 applies to a shareholder whose address on the Register is outside the
United Kingdom. He can give the Company a United Kingdom address where notices or
documents can be served on him. If he does, he is entitied to have notices or documents
served on him at that address. Otherwise, he is not entitied to receive any notices and

documents from the Company.

For shareholders registered on a branch register notices or documents can be posted in the
United Kingdom or in the country where the branch register is kept.

When notices are served or deemed to be served

If a notice, or any other kind of document, is sent through the post, or intenal post for a
shareholder who is an employee of the Company or a subsidiary, it is treated as being
served or delivered on the day after it was posted (or on the day after that, if second class post
is used). If such a notice or document is sent to a sharehoider who is an employee of the
Company or of one of its subsidiaries by the relevant intemnal post it is treated as served or
delivered on the day after it was posted. It can be proved that a notice or other document was

served by post (or internal post) by showing that:

. the letter containing the notice or document was properly addressed; and

. it was put into the postal system with postage paid (where applicable).

If an advertisement is published in a newspaper as provided for in Article 142.1 then notice will
be served on the date of the publication of the newspaper.

To the extent permitted by the legislation and these Articles a notice or document sent by
electronic mail is treated as being served or delivered at the expiration of two hours from the
time on the day it was sent.

if a member is present at any shareholders meeting either in person or by proxy or in the case
of a corporate member by a duly authorised representative he shall be deemed to have
received notice of the meeting and of the reason why it was called.

' Serving notices and documents on shareholders who have died or are bankrupt

This Article 146 applies where a shareholder has died, has become of unsound mind or
become bankrupt or is in liquidation, but is still registered as a shareholder. It applies whether
he is registered as a sole or joint shareholder. A person who is autornatically entitled to such
shareholder’s shares by law and who proves this to the reasonable satisfaction of the Directors
can give a United Kingdom address for service of notices and documents. If this is done,
notices and documents must be sent to that address. Otherwise, if any notice, or other
document, is served on the shareholder named on the Register, or sent to him in accordance
with the Articles, this will be valid despite his death, unsound mind, bankruptcy or liquidation.
This applies even if the Company knew about these things. If notices or documents are served
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DESTROYING DOCUMENTS

150 Destroying documents
150.1 The Company can destroy:

. all transfer forms for shares, and documents sent to suppont a transfer, and any other
documents which were the basis for making an entry on the Register, after six years
from the date of registration;

o all dividend payment instructions and notifications of a change of address or name,

after two years from the date these were registered; and
. ali cancelled share certificates, after one year from the date they were cancelled.

150.2 If the Company destroys a document in accordance with Asticle 150.1, it is conclusively
treated as having been a valid and effective document in accordance with the Company’s
records refating to the document. Any action of the Company in dealing with the document in
accordance with its terms before it was destroyed is conclusively treated as properly taken.

150.3 This Article 150 only applies to documents which are destroyed in good faith and if the
Company is not on notice of any claim to which the document may be refevant.

150.4 For documents relating to shares in uncertificated form, the Company must also comply with
any rules (as defined in the CREST Regulations) which limit its ability to destroy these

dqcuments.

150.5 A document may be destroyed eariier than the dates mentioned in Article 150.1 if a permanent
record of that document is made before its destruction.

150.6 This Article 150 does not make the Company liable:
. if it destroys a document earlier than referred to in Article 150.1; or
. if the Company would not be liable if this Asticle 150 did not exisl.
150.7 This Article 150 applies whether a document is destroyed or disposéd of in some other way.

INDEMNITY AND INSURANCE

151  Indemnity

1511 So far as the legislation aliows, every Director, Company Secretary or other officer of the
Company shall be indemnified by the Company out of its own funds against all costs,
charges, losses, expenses and liabilities incurred by him:

. in performing or omitting to perform his duties; and/or

. in exercising or omitting to exercise his powers; and/or

. in supposedly doing any of these things; and/or |

. otherwise in relation to or in connection with his duties, powers or office in the

Company or in any subsidiary of the Company or in any other company or body
undertaken at the request of the Company.
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company representative |f a company owns shares, it can appoint a company representative
to attend a shareholders’ meeting to speak and vote for it.

consolidate When shares are consolidated, they are combined with other shares - for
example every three £1 shares might be consolidated into one new £3 share.

debenture A typical debenture is a long-term borrowing by a company. The loan usually has
to be repaid at a fixed date in the future, and carries a fixed rate of interest.

declare When a dividend is declared, it becomes due to be paid.

dividend arrears This includes any dividends on shares with cumulative rights which could
not be paid, but which have been camied forward.

dividend warrant A dividend warrant is similar to a cheque for a dividend.

ex dividend When a share goes “ex dividend”, a person who buys it will not be entitled to the
dividend which has been declared shorlly before he bought it. When a share has gone “ex
~ dividend”, the seller is entitled to this dividend, even though it will be paid after he has sold his

share.

executed A document is executed when it is signed, or sealed or made valid in some other
way.

exercise When a power is exercised, it is put to use.
-extraordinary resolution A decision reached by a majority of at least 75 per cent of the votes
cast. _ :

forfeit When a share is forfeited it is taken away from the shareholder and goes back to the

Company. This process is called forfeiture. This can happen if a call on a partly paid share is
not paid on time.
fully paid shares When all of the money which is due to the Company for a share has been
paid, a share is called a fully paid (or paid up) share.

good title If a person has good title to a share, he owns it outright.

holding company A company which controls another company (for example by owning a
majority of its shares) is cailed the holding company of that other company. The other company
is the subsidiary of the holding company. .

indemnity [If a person gives another person an indemnity, he promises to make good any
losses or damage which the other might suffer. The person who gives the indemnity is said fo
indemnity the other person.

in issue Seeissue.

instruments Formal legal documents.

issue When a share has been issued, everything has been done to make the shareholder the
owner of the share. In particular, the shareholder's name has been put on the register of
shareholders. Existing shares which have been issued are in issue.

liabllities Debts and other obligations.

" liable joinﬂy and severally Where more than one person is liable jointly and severally it
means that any one of them can be sued, or they can all be sued together.
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rank and ranking When either capital or income is distributed to shareholders, it is paid out
according to the rank (or ranking) of the shares. For example, a share which ranks before {or
above) another share in sharing in the Company’s income is entitled to have its dividends paid
first, before any dividends are paid on shares which rank below (or after) it. If there is not
enough income to pay dividends on all shares, the available income must be used first to pay
dividends on shares which rank first, and then to shares which rank below. The same applies
for repayments of capital. Capital must be paid first to shares which rank first in sharing in the
Company’s capital, and then to shares which rank below.

recognised clearing house A “clearing house™ which has been authorised to cary on
business by the UK authorities. A clearing house is a central computer system for settling
transaciions between members of the clearing house.

recognised investment exchange An “investment exchange” which has been officially
recognised by the UK authorities. An investment exchange is a place where investments, such
as shares, are traded. The London Stock Exchange is a recognised investment exchange.

redeem and redemption When a share is redeemed, it goes back to the Company in retumn
_for a sum of money (the “redemption price”) which was fixed before the share was issued. This
process is called redemption. A share which can be redeemed is called a “redeemable” share.

relevant securities Any shares of a company, except shares held as a result of share
schemes for employees (such as profit sharing schemes) and some shares held by the
founders of the company. Aiso included are any securities which can be converted into such
shares, or which allow their holders to subscribe for such shares.

relevant system This is a term used in the legislation for a computer system which allows
shares without share certificates to be transferred without using transfer forms. The CREST

system for paperless share dealing is a “relevant system”.

renunciation Where a share has been allotted, but nobody has been entered on the share
register for the share, it can be renounced to another person. This transfers the right to have
the share registered to another person. This process is called renunciation.

requisition a meeting A formal process'whim shareholders can use to call a meeting of
shareholders. Generally speaking the shareholders who want to call a meeting must hold at
least 10 per cent of the issued shares.

reserve fund A fund which has been set aside in the accounts of a company - profits which
are not paid out to shareholders as dividends, or used up in some other way, are held in a
reserve fund by the company. ’

revoke To withdraw, or cancel.

rights issue A way by which companies raise extra share capital. Usually the existing
shareholders will be offered the chance to buy a certain number of new shares, depending on
how many they already have. For example, shareholders may be offered the chance to buy

one new share for every four they already have.
rights of any share The rights attached to the share when it is issued, or afterwards.

securities All shares, bonds and other investment instruments issued by a company which
entitle the holder to a share in the profits or assets of that company, to receive a cash payment
from a company or to subscribe for such a security.
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trustees People who hold property of any kind for the benefit one or more other people under
a kind of arrangement which the law treats as a “frust”. The people whose property is held by
the trustees are calied the beneficial owners.

underwrite A person who agrees to buy new shares if they are not bought by other people
underwrites the share offer.

unincorporated associations Associations, partnerships, societies and other bodies which
the law does not treat as a separate legal person to their members.

wind up The forrnal process to put an end to a company. When a company is wound up its
assets are distributed. The assets go first to creditors who have supplied property and
services, and then to sharehoiders. Shares which rank first in sharing in the Company’s
assets will receive any funds which are left over before any shares which rank after {or below)

them.
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formerly registered as a private company has this day been re-
registered under the Companies Act 1985 as a public company

and that the company is limited.

Given at Companies House, London, the 30th July 2001

;Eéﬁme6?6'"3?'5?‘RUF"4NB‘M
COMPLETE COPY OF THE ORIGINAL

~ DATE.Glls2mo
}CMS Cameron McKenna o
{Mitre House

160 Aldersgate Street
ilondon EC1A 4DD

For The Registrar Of Companies




CERTIFICATE OF INCORPORATION
ON CHANGE OF NAME

Company No. 4220381

The Registrar of Companies for England and Wales he_r_eby certifies that

INTERCEDE 1723 LIMITED

having by speCial resolution changed its name, is now incorporated
under the name of -

NGG FINANCE LIMITED

Given at Companies House, London, the 24th July 2001

CERTIFIED TO BE A TRUE AND
COMPLETE COPY OF THE ORIGINAL RNy &r—- AT

i - LT S T L ) . -t ) N o >
. DATE..@:41: 2002 o .
igﬁl\ﬂnfec:aesreon McKenna For The Reglstrar Of Com panies
1160 Aldersgate Swreet -

jtondon ECIA 4DD o }




CERTIFICATE OF INCORPORATION
OF A PRIVATE LIMITED COMPANY

- Company No. 4220381

The Registrar of Companies for England and Wales hereby certifies that
INTERCEDE 1723 LIMITED

is this day incorporated under the Companies Act 1985 as a private

company and that the company is limited.

Given at Companies House, Cardiff, the 21st May 2001

CERTIFIED TO BF A TRUE AND
COMPLETE COPY OF THE ORIGINAL

C“{\SCQA[W\T;V‘ CW\ THE OFFICIAL SEAL OF THE
: AN

DATE..2.4L.200). o REGISTRAR OF COMPAMES

CMS Cameron Mckenna

Mitre House o

160 Aldersgate Street e, y

London EC1A 4DD Py "

.........

Companies House
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Registered No. 4220381

The Companies Acts

Public Company Limited by Shares

MEMORANDUM OF ASSOCIATION
of

NGG FINANCE plc

1. "The Company's name is “NGG Finance plc”.

2. ?The Company is to be a public company.

3. The Company's registered office is to be situated in England and Wales.

4. The objects for which the Company is established are:-

4.1.1

4.1.2

to carry on all or any of the following businesses: representatives, agents,
factors, distributors, importers, exporters, manufacturers and wholesale
and retail dealers for and on behalf of any company or as prncipals
and about every kind of marketable product, process, materals and
services of whatever description, and for these purposes to negotiate and
handle contracts and agreements of all kinds, to act as representatives
and agents of and for any individual, company, firm, assoctation,
authority, organisation or other body in any part of the world and for any
purpose whatever, to tender for and to place contracts, investments and
other rights, to act for and to provide all minds of services. agencies and
consultancies to all or any parties or prospective parties to any contract
or other agreement, and to carry on business as advertising and publicity
agents, sales promoters, marketing and market research specialists, direct
selling and mail order specialists, exhibition and display contractors and
promoters, merchandising agents, warehousers, storers, packers, customs
house brokers, shipping and forwarding agents, clearing agents,
wharfingers, insurance brokers, carriers, hauliers and providers of all
kinds of facilities in connection with or ancillary to any of the above
businesses; » :

to carry on the business of an investment and holding company and to
invest and deal in shares, stocks, debentures and secunties of any kind

! The Company’s name was changed from NGG Finance Limited by a special resolution passed on 27th July

2001.

2 The Company was re-registered as a public limited company pursuant to a special resolution passed on 27th

July 2001.



4.2

4.3

44

4.5

4.6

issued or guaranteed by any body of whatever nature and wheresoever
constituted or carrying on business;

to employ the funds of the Company in the development and expansion of the
business of the Company and all or any of its subsidiary or associated companies
and in any other company whether now existing or hereafter to be formed and
engaged in any like business of the Company or any of its subsidiary or associated
companies or 1n any other industry ancillary thereto or in any business which can
conveniently be carned on in connection therewith; to co-ordinate the
administration, policies, management, supervising, control, research, development,
planning, manufacture, trading and any and all other activities of, and to act as
financial advisers and consultants to, any company or companies or group of
companies now or hereafter formed or incorporated or acquired which may be or
may become related or associated in any way with the Company or with any
company related or associated therewith and either without remuneration or on
such terms as to remuneration as may be agreed;

to advance and lend money with or without security and to guarantee the
performance of the contracts or obligations or the repayment of capital, principal,
dividends, interest or premiums payable on any stock, shares, secunties or
debentures of, or other investments in, any company or person and in particular
(but without limiting the generality of the foregoing) of any company which 1s for
the time being the Company’s holding company (as defined by section 736
Companies Act 1985) or another subsidiary (as defined by that section) of the
Company’s holding company and to give all kinds of indemnities;

to organise, incorporate, reorganise, finance, aid and assist, financially or
otherwise, companies, corporations, syndicates, partnerships, associations and
firms of all kinds and to underwrite or guarantee the subscrption of, shares,
stocks, debentures, debenture stock, bonds, loans, obligations, secunities or notes
of any kind, and to make and cairy into effect arrangements for the issue,
underwnting, resale, exchange or distribution thereof;

to carry on the business of land and property developers of every and any
description and to acquire by purchase, lease, concession, grant, licence or
otherwise such lands, buildings, leases, underleases, nghts, pavileges, stocks,
shares and debentures in public or private companies, corporate or unincorporate,
policies of insurance and other such property as the Company may deem fit and
shall acquire the same for the purposes of investment and development and with
a view to receiving the income therefrom; and to enter into any contracts and
other arrangements of all kinds with persons having dealings with the Company
on such terms and for such periods of time as the Company may from time to
time determine, on a commission or fee basis or otherwise, and to carry on any
other trade or business, whatever, of a like and similar nature;

to carry on all kinds of promotion business and, in particular, to form, constitute,
float, lend money to, assist, manage and control any companies, associations or
undertakings whatsoever and to market, advertse or promote goods, services,
matenal (tangible or intangible) or any other thing whatsoever;



4.7

4.8

4.9

4.10

411

412

4.13

4.14

4.15

to vary the investments and holdings of the Company as may from time to time
be deemed desirable;

to act as trustee of any kind including trustee of any deeds construting or securing
any debentures, debenture stock or other securities or obligations and to
undertake and execute any trust or trust business (including the business of acting
as trustee under wills and settlements), and to do anything that may be necessary
or assist in the obtaining of any benefit under the estate of an individual, and also
to undertake the office of executor, administrator, secretary, treasurer or registrar
or to become manager of any business, and to keep any register or undertake any
registration duties, whether in relation to secunties or otherwise;

to provide technical, cultural, artistic, educational, entertainment or business
material, facilities, information or services and to carry on any business involving
any such provision;

to carry on the business of commission agents, factors, general merchants and
dealers in every description of goods, exporters and importers, concessionaires,
wholesale and retail traders, carriers, warehousemen, designers, advertising
contractors or agents, or trustees, brokers or agents for any company;

to manufacture, develop, process, refine, repair, purchase, sell, export, import,
deal in or let on hire all kinds of goods, substances, articles, services and matenal
(tangible or intangible) of any kind which may be advantageous to the Company
or which any of the customers or other companies having dealings with the
Company may from time to time require;

to provide services of any kind including the carrying on of advisory, consultancy,
brokerage and agency business of any kind;

- to acquire and carry on any business carried on by a subsidiary or 2 holding
‘company of the Company or another subsidiary of a holding company of the

Company;

to enter into any arrangements with any government or authority or person and to
obtain from any such government or authority or person any legislation, orders,
rghts, privileges, franchises and concessions and to carry out, exercise and comply
with the same;

to purchase, take on lease or in exchange, hire, renew, or otherwise acquire and
hold for any estate or interest, and to sell, let, grant licences, easements, options
and other nights over or otherwise deal with or dispose of, in whole or in part, any
lands, buildings, machinery, rights, stock-in-trade, business concems, choses in
action, and any other real and personal property of any kind including all of the
assets of the Company and to perform any services or render any consideration
and to construct, equip, alter and maintain any buildings, works and machinery
necessary or convenient for the Company's business and in each case for any
consideration (including in particular but without detracting from the generality of
the foregoing for any securities or for a share of profit or a royalty or other
pedodical or deferred payment);



4.16

4.17

4.18

4.19

- 4.20

4.21

422

to enter into partnership or any other arrangement for sharing profits or jount
venture or co-operation with any company carrying on, engaged in or about to
carry on or engage in any business or transaction capable of being conducted so
as directly or indirectly to benefit the Company, and to subsidise or otherwise
assist any such company;

to invest money of the Company (or any of its subsidiaries) in any investments
and to hold, sell or otherwise deal with investments or currencies or other
financial assets and to carry on the business of an investment company;

to lend or advance money or otherwise give credit or provide financial
accommodation to any company with or without security and to deposit money
with any company and to carry on the business of a banking, finance or insurance
company;

for any reason whatsoever to mortgage, charge, pledge or otherwise secure, either
with or without the Company receiving any consideration or advantage, all or any
part of the undertaking, property, assets, rights and revenues present and future
and uncalled capital of the Company and to guarantee, indemnify or otherwise
support or secure, either with or without the Company receiving any
consideration or advantage and whether by personal covenant or by mortgaging,
charging, pledging or otherwise securing all or any part of the undertaking,
property, assets, rights and revenues present and future and uncalled capital of the
Company or by any or all such methods or by any other means whatsoever, the
liabilities and obligations of any person, firm or company including but not
limited to any company which is for the ime being the holding company or a
subsidiary undertaking (both as defined in the Companies Act 1985 as amended)
of the Company or of the Company’s holding company as so defined,;

to borrow and raise money and accept money on deposit and to secure or
discharge any debt or obligation of or binding on the Company or any other
company and in particular by mortgaging or charging all or any part of the
undertaking, property and assets (present or future) and the uncalled capital of the
Company, or by the creation and issue, on such terms as may be thought
expedient, of securities of any description;

to undertake interest rate and currency swaps, options, swap option contracts,
forward exchange contracts, forward rate agreements, futures contracts or other
financial instruments including hedging agreements and derivatives of any kind
and all or any of which may be on a fixed and/or floating rate basis and/or in
respect of Sterling, any other currencies, basket of currencies including but not
limited to European Currency Units (as the same may from time to time be
designated or constituted) or commodides of any kind and in the case of such

. swaps, options, swap opton contracts, forward exchange contracts, forward rate

agreements, futures contracts or other financial instruments including hedging
agreements and derivatives of any kind that may be undertaken by the Company

on a speculative basis or otherwise;

to undertake any transaction which is a rate swap transaction, basis swap, forward
rate transaction, commodity swap, commodity option, equity or equity index

' swap, equity or equity index option, bond option, interest rate option, foreign

-4.
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4.23

4.24

4.25

- 4.26

- 427

4.28

4.29

exchange transaction, cap transaction, floor transaction, collar transaction,
currency swap transacton, Cross-CUrrency rate swap transaction, currency option
or any other similar transaction (including any option with respect to any of these
transactions) or combination of these transactions and whether for the purposes
of risk management, on a speculative basis or otherwise;

to draw, make, accept, indorse, discount, execute, issue, negotiate and deal in
promissory notes, bills of exchange, shipping documents and other instruments
and securities (whether negotiable, transferable or otherwise) and to buy, sell and
deal in foreign currencies;

to buy, sell, export, manufacture and deal in all kinds of goods, stores and
equipment whether in connection with any of the above actvities or otherwise
and to act as agents for all purposes;

to apply for, purchase or otherwise acquire any patents, licences, concessions,
prvileges and like nghts, conferring a non-exclusive or exclusive or limited tight
to use, or any secret or other information as to any invention which is capable of
being used for any of the purposes of the Company, or the acquisition of which
may seem calculated directly or indirectly to benefit the Company and to use,
exercise, develop, grant licences in respect of, or otherwise turn to account, the
rghts and information so acquired;

to apply for and take out, purchase or otherwise acquire, sell, licence, transfer,
deal or trade in any way in trade marks and names, service marks and names,
designs, patents, patent rights, inventions, secret processes, know-how and
informaton and any form of intellectual property and to carry on the business of
an inventor, designer or research organisation;

to sell, improve, manage, develop, lease, mortgage, let, charge, dispose of, turn to
account, or otherwise deal with all or any part of the undertaking or property or
rights of the Company, and to sell the undertaking of the Company, or any part
thereof for such consideration as the Company may think fit, and in partcular for
cash, shares, debentures or debenture stock or other obligations, whether fully
paid or otherwise, of any other company;

to issue and allot securities of the Company for cash or in payment or part
payment for any real or personal property purchased or otherwise acquired by the
Company or any services rendered to the Company or as secunty for any
obligation or amount (even if less than the nominal amount of such securities) or
for any other purpose; -

to give any remuneration or other compensation or reward for services rendered
or to be rendered in placing or procuring subscriptions of, or otherwise assisting
in the issue of, any securitiés of the Company or in or about the formation of the
Company or the conduct or course of its business, and to establish or promote, or
concur or participate in establishing or promoting, any company, fund or trust
and to subscribe for, underwrite, purchase or otherwise acquire secunties of any
company, fund or trust and to carry on the business of company, fund, trust or
business promoters or managers and of underwriters or dealers in securities, and



4.30

4.31

4.32

4.33

4.34

4.35

4.36

to act as director of, and as secretary, manager, registrar or transfer agent for, any
other company;

to grant or procure the grant of donations, gratuiges, pensions, annuities,
allowances, or other benefits, including benefits on death, to any directors,
officers or employees or former directors, officers or employees of the Company,
or any company which at any time 1s or was a subsidiary or a holding company of
the Company or another subsidiary of a holding company of the Company or
otherwise associated with the Company or of any predecessor in business of any
of them, and to the relations, connections or dependants of any such persons, and
to other persons whose setvice or services have directly or indirectly been of
benefit to the Company or whom the board of directors of the Company
considers have any moral claim on the Company or to their relations, connections
or dependants, and to establish or support any funds, trusts, insurances or
schemes (including in partucular but without detracting from the generality of the
foregoing any trust or scheme relating to the grant of any option over, or other
interest in, any share in the capital of the Company or of any other company, or in
any debenture or secunty of any corporation or company, including the
Company) or any associations, institutions, clubs or schools, or to do any other
thing likely to benefit any such persons or otherwise to advance the interests of
such persons or the Company or its members, and to subscrbe, guarantee or pay
money fot any purpose likely, directly or indirectly, to further the interests of such
persons ot the Company or its members or for any national, charitable,
benevolent, educational, social, public, general or useful object;

to promote of assist in promotng any company or companies in any part of the
world and to subscribe shares therein or other secunties thereof for the purpose
of carrying on any business which the Company is authorised to carry on, or for
any other purpose whlch may seem directly or indirectly calculated to benefit the
Company;

to amalgamate with any other company in any manner whatsoever (whether with
or without a liquidation of the Company);

to procure the Company to be registered or recognised in any country or place in
any part of the wotld;

to cease carrying on or wind-up any business or activity of the Company, and to
cancel any registration of and to wind-up or procure the dissolution of the
Company in any state or territory;

to compensate for loss of office any directors or other officers of the Company
and to make payments to any persons whose office, employment or duties may be
terminated by virtue of any transaction in which the Company is engaged;

to pay out of the funds of the Company the costs, charges and expenses of and
incidental to the formation and registration of the Company, and any company
promoted by the Company, and the issue of the capital of the Company and any
such other company and of and incidental to the negotiations between the
promoters preliminary to the formation of the Company, and also all costs and
expenses of and incidental to the acquisition by the Company of any property or

-6-
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4.37

4.38

4.39

4.40

4.41

4.42

4.43

assets and of and incidental to the accomplishment of all or any formalities which
the Company may think necessary or proper in connection with any of the
matters aforesaid;

to effect insurances against losses, damages, risks and liabilities of all kinds which
may affect the Company or any subsidiary of 1t or company associated with it or ,
in which it is or may be interested,;

to purchase and maintain insurance for or for the benefit of any persons who are
or were at any time directors, officers, employees or auditors of the Company, or
of any other company which is its holding company or in which the Company or
such holding company has any interest whether direct or indirect or which 1s in
any way allied to or associated with the Company or of any subsidiary undertaking
of the Company or of any such other company, or who are or were at any time
trustees of any pension fund in which any employees of the Company or of any
such other company or subsidiary undertaking are interested, including (without
prejudice to the generality of the foregoing) insurance against any liability incurred
by such persons in respect of any act or omisston in the actual or purported
execution and/or discharge of their powers and/or otherwise in relation to their
duties, powers or offices in relation to the Company or any such other company,
subsidiary undertaking or pension fund and to such extent as may be permitted by
law otherwise to indemnify or to exempt any such person against or from any
such liability. For the purposes of this clause “holding company” and “subsidiary
undertaking” shall have the same meanings as in the Companies Act 1985 (as
amended);

to act as directors or managers of or to appoint directors or managers of any
subsidiary company or of any other company in which the Company is or may be
interested; - '

to contribute by donation, subscription, guarantee or otherwise to any public,
general, charitable, political or useful object whatsoever;

to distribute among the members in cash, specie or kind any property of the
Company, or any proceeds of sale or disposal of any property of the Company,
but so that no distribution amounting to a reduction of capital be made except
with the sanction (if any) for the ime being required by law;

to do all or any of the above things in any part of the world, and either as

prncipals, agents, trustees, contractors or otherwise and either alone or in
conjunction with others, and either by or through agents, sub-contractors,
trustees, subsidiaries or otherwise;

to carry on any other activity and do anything of any nature which in the opinion
of the board of directors of the Company is or may be capable of being
conveniently carried on or done by the Company in connection with the above,
or may seem to the Company calculated directly or indirectly to enhance the value
of or render more profitable all or any part of the Company’s undertaking,
property or assets or otherwise to advance the interests of the Company or any of
its members; and



4.44

to do all such things as in the opinion of the board of directors of the Company
are or may be incidental or conducive to the above objects or any of them.

And it 1s hereby declared that for the purposes of this clause:-

(@)

®)

G
(©)

®

the word “company” shall (except where referring to this Company) be
deemed to include any person or partnership or other body of persons,
whether incorporated or not incorporated, and whether formed,
incorporated, resident or domucied in the United Kingdom or elsewhere;

“associated companies” shall mean any two or mote companues if one
has control of the other or others, or any petson has control of both or
all of them;

“secunities” shall include any fully, partly or nil paid or no par value
share, stock, unit, debenture or loan stock, deposit receipt, bill, note,
warrant, coupon, right to subscnbe or convert, or similar right or
obligation;

“and” and “or” shall mean “and/or”;

“other” and “otherwise” shall not be construed ejusdem genens where a
wider construction is possible; and

the objects specified in each paragraph of this clause shall, except if at all
where otherwise expressed, be in no way limited or restricted by
reference to or inference from the terms of any other paragraph or the
name of the Company or the nature of any business carried on by the
Company or the order in which such objects ate stated, but may be
carried out in as full and ample a manner and shall be construed 1 as
wide a sense as if each of the said paragraphs defined the objects of a
separate, distinct and independent company.

The liability of the members is limited.

The share capital of the Company is £50,000 divided into 50,000 shares of {1

each.



The person whose name and address 1s subscribed wishes to form a Company pursuant to
this Memorandum of Association, and agrees to take the number of shares in the capital of
the Company set opposite its name. :

NAME, ADDRESS AND NUMBER OF SHARES TAKEN BY SUBSCRIBER

One
Mitre House Nominees Limited
Mitre House
160 Aldersgate Street
London EC1A 4DD

Dated this 27th day of Apnl 2001.

Witness to the above signature:

Andrew Boden
Mitre House

160 Aldersgate Street
London EC1A 4DD
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Registered Number: 4220381

THE COMPANIES ACTS

NGG FINANCE plc
(the “Company”)

PUBLIC COMPANY LIMITED BY SHARES

RESOLUTIONS IN WRITING

In accordance with Regulation 53 of Table A in the Schedule to the Companies (Tables A
to F) Regulations 1985 (as amended) as incorporated in the Company’s Artcles of
Association, we, being all the members of the Company who would, at the date of these
resolutions have been entitled to vote upon them if they had been proposed at a general

meeting at which we were present, HEREBY RESOLVE in writing as follows:

1. THAT:-

(®)

SPECIAL RESOLUTIONS

the authorised share capital of the Company be and is hereby increased
from £1,650,000 divided into 1,650,000 ordinary shares of £1 each and
US$68,500,000 divided into 68,500,000 redeemable preference shares of
US$1 each to £1,650,000 divided 1nto 1,650,000 ordinary shares of £1
each and US$281,000,000 divided into 68,500,000 “Class A” redeemable
preference shares of US$1 each and 212,500,000 “Class B” redeemable
preference shares of US$1 each by the creation of 212,500,000 “Class B”
redeemable preference shares of US$1 each having the nghts and subject
to the restrictions set out in the articles of association of the Company to
be adopted pursuant to resolution 2 below;

the directors be and are hereby generally and unconditionally authorised
to exercise all powers of the Company to allot relevant secunities (as
defined for the purposes of section 80 of the Companies Act 1985) up to
an aggregate nominal amount of US$212,500,000 provided that this
authority shall expire on the date being five years after the passing of this
resolution unless renewed, varied or revoked by the Company 1n general
meeting save that the Company may before such expiry or the expiry of
any renewal of this authority make an offer or agreement which would or
might require relevant securities to be allotted after such expiry and the
directors may allot relevant securities in pursuance of such offer or
agreement as if this authority had not expired; and

the directors be and are hereby empowered pursuant to section 95 of the
Companies Act 1985 to allot equity securities (as defined in section 94(2)
of the Companies Act 1985) for cash pursuant to the general authority
conferred on them by paragraph (b) above as if section 89(1) of the
Companies Act 1985 did not apply to such allotment provided that this



power shall be limited to the allotment of equity securities for cash up to
an aggregate nominal amount of US$212,500,000 and this power shall
expire on the date being five years after the passing of this resolution
except that the directors shall be entitled, at any time prior to the expiry
of this power, to make any offer or agreement which would or might
require equity securities to be allotted after such expiry and to allot equity
securities In accordance with such offer or agreement as if the power
conferred hereby had not expired.

2. THAT the regulations contained in the document attached hereto (for the
purpose of identficatton marked “A”) be approved and adopted as the articles of
association of the Company in substituton for and to the exclusion of the existing
articles of association of the Company.

Dated: 18 March 2003

as authornsed representative for " as authorised representative for i
National Grid Transco plc National Grid Nominees Limited -~
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The Co

mpanies Acts

Public Company Limited by Shares

ARTICLES OF ASSOCIATION

NGGF

of

INANCE plc

DEFINITIONS AND INTERPRETATION

1. Definitions

In these Articles and the apphcab

following words and expressions

((Act”

“Committee”

le regulations of Table A (as defined below) the
have the meanings set opposite them:

the Companies Act 1985 and any reference
herein to any provision of the Act shall be
deemed to include a reference to any statutory
modification or re-enactment of that provision
for the time being in force

a committee of the board of directors of the
Company duly appointed pursuant to these

"~ Artcles

“Statutes”

“Table A”

every statute (including any statutory instrument,
order, regulation or subordinate legislation made
under it) for the time being in force concerning
companies and affecting the Company

Table A in the Schedule to the Companies
(Tables A to F) Regulations 1985 as amended by

- the Companies (Tables A to F) (Amendment)

“these Articles”

Regulations 1985

these articles of association as ornginally adopted
or as altered from time to time

Words importing the singular number include the plural number and vice versa,
words importing one gender include all genders and words importing persons
include bodies corporate and unincorporated associations. Headings to these
Articles are inserted for convenience and shall not affect their construction.

1-
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Table A

The regulations contained in Table A shall apply to the Company except in so far
as they are excluded by or are inconsistent with these Articles. Regulations 8, 24,
41, 65, 67, 73 to 78 (inclusive), 80, 94 to 98 (inclusive), 101 and 118 of Table A
shall not apply to the Company.

SHARE CAPITAL

Shares

The authonsed share capital of the Company at the date of the adoption of these
Articles is denominated into £1,650,000 divided into 1,650,000 ordinary shares of
£1 each (the “Ordinary Shares™) and US$281,000,000 divided into 68,500,000
Class A redeemable preference shares (the “Class A Redeemable Preference
Shares™) of US$1 each and 212,500,000 Class B redeemable preference shares (the
“Class B Redeemable Preference Shares”) of US$1 each (together the
“Redeemable Preference Shares™). The Class B Redeemable Preference Shares
shall rank pan passu in all respects with the Class A Redeemable Preference
Shares except as otherwise provided by these Articles. ‘

The rights attributable to the Redeemable Preference Shares and the limitations
and restrictions to which they are subject are as follows:

Income

(a) The Class A Redeemable Preference Shares and the Class B Redeemable
Preference Shares shall confer upon the holders thereof as separate classes
the dght in prionty to any payment by way of dividend of the Company to
receive the Class A Preferential Dividend (in respect of the Class A
Redeemable Preference Shares) and the Class B Preferential Dividend (in
respect of the Class B Redeemable Preference Shares) (together the
“Preferential Dividends”) in respect of each Accrual Petiod. No
dividend shall be paid to the holders of Ordinary Shares in respect of any
Accrual Pedod unless and until the Preferential Dividends (if any) in
respect of that Accrual Perod have been paid in full together with a sum
equal to any arrears, deficiency and accruals of the Preferential Dividends.

b) Subject to the provisions of the Act the Preferential Dividends shall:

@ be paid in US Dollars on 18 March and 18 September in each year,
18 September 2002 being the first payment date in respect of the
Class A Redeemable Preference Shares and 18 September 2003
being the first payment date in respect of the Class B Redeemable

Preference Shares; and

o



(1) without any resolution passed by either the directors or by the
Cornpany 1n general meeting (and notwithstanding anything
contained in regulations 102 to 108 (inclusive) of Table A) accrue
from day to day, and on 18 March, and18 September and
thereafter on each successive 18 March and 18 September become
a debt due from and immediately payable by the Company to the
holders of the Redeemable Preference Shares pro rata according
to the number of Redeemable Preference Shates held by each such
shareholder, as the case may be.

Redemption

©

d

®

®

Subject to the Act the Class A Redeemable Preference Shares shall be
redeemed by the Company as follows:

® upon the Company giving prior notice in writing to the holder of
the relevant Class A Redeemable Preference Shares at any ime on
or after 18 March 2003 but not later than 18 March 2008; or

(1) without notice, on 18 March 2008.

Subject to the Act the Class B Redeemable Preference Shares shall be
redeemed by the Company as follows:

@® upon the Company giving prior notice in writing to the holder of
the relevant Class B Redeemable Preference Shares at any time on
or after 18 March 2004 but not later than 18 March 2008; or

(1) without notice, on 18 March 2008.

Where Redeemable Preference Shares are to be redeemed by pror written
notice given by the Company the notice to be given (the “Redemption
Notice”) shall specify the particular Redeemable Preference Shares the
subject of the notice and the date (which shall be in accordance with the
provisions of the Act) fixed for their redemption.

Where the Company has given a Redemption Notice, the Company shall
be entitled to withdraw it upon giving a further notice to that effect to the
relevant holder of the Redeemable Preference Shares at any time before
the redemption takes place.

Where 2 Redemption Notice has been duly given and has not been
withdrawn, or where Redeemable Preference Shares are to be redeemed in
accordance with article 3.2(c)(1) or article 3.2(d)(u1) above, the Company
shall be obliged, subject to having sufficient available profits or other
monies which may be lawfully applied for such redemption, to redeem in
full the relevant number of Redeemable Preference Shares on the date
fixed for their redemption and to pay to the relevant holder of the relevant
Redeemable Preference Shares an amount in US Dollars equal to the
amount of the share capital and share premium paid up on subscription

-3



and all such redemption monies shall, subject to the Company having
available profits or other monies which may be lawfully applied for such
redemption, at that ime become a debt due from and immediately payable
by the Company to the holders of such Redeemable Preference Shares. If
and to the extent that the debt so constituted is not paid in full on the due
date, the unpaid amount shall carry interest at an annual rate calculated as,
0.5 per cent. above the one month LIBOR rate for US Dollars as taken
from the British Banker Association 11.00am fixings and reset on a daily
basis in respect of the period from and including the due date down to
and including the date of actual payment.

()  If the Company is unable, because of having insufficient available profits
or other monies which may be lawfully applied for such redempton, to
redeem in full the relevant number of Redeemable Preference Shares on
the date fixed for redemption, the Company shall rtedeem as many of such
Redeemable Preference Shares as can lawfully and propetly be redeemed
and (unless the Redemption Notice 1s first withdrawn in respect of the
remaining Redeemable Preference Shares) the Company shall redeem the
balance as soon as it is lawfully and properly able to do so.

@ On the date fixed for redemption, each of the holders of Redeemable
Preference Shares falling to be redeemed shall be bound to deliver to the
Company, at the Company’s registered office, the certificate(s) for such
Redeemable Preference Shares (or an indemnity, in a form reasonably
satisfactory to the directors, in respect of any lost certificate(s)) in order
that the same may be cancelled. Upon such delivery, the Company shall
pay to the holder (or, in the case of any joint holders, to the holder whose
name stands first in the Company’s register of members in respect of such
Redeemable Preference Shares) the amount due to it in respect of such
redemption against delivery of a proper receipt for the redemption

monies. :
Capital
)] On a return of capital on winding-up or capital reduction or otherwise, the

holders of the Redeemable Preference Shares shall be entitled, in priority
to any payment to the holders of any other class of shares, to the
repayment in US Dollars of a sum equal to the amount of the share capital
and share premium paid up on subscrption, together with a sum equal to
all arrears or accruals (if any) of the Preferential Dividend irrespective of
whether or not such dividend has been declated or earned or become due
and payable, to be calculated down to and including the date of
commencement of the winding-up (in the case of a winding-up) or the
return of capital (in any other case). The holders of the Redeemable
Preference Shares shall not be entitled to any further right of participation
in the assets of the Company.

Listing or Sale



k) Not later than immediately prior to the dme of Listng or the completion
of a Sale, any holder of a Redeemable Preference Share shall sell all of the
Redeemable Preference Shares held by him (free from all liens, charges,
encumbrances and third party rights then attaching thereto) to the holders
of the ordinary shares and the holders of the otrdinary shates shall
purchase such Redeemable Preference Shares in proportion (as nearly as
may be) to their existing holdings of ordinary shares;

)

O the price to be paid by the holders of the ordinary shares for acquiring
each Redeemable Preference Shate shall be an amount equal to the
amount which a holder of 2 Redeemable Preference Share would have
received upon a winding up under paragraph (1) above;

(m)  if any holder of a Redeemable Preference Share fails to transfer any of the
Redeemable Preference Shares held by him in accordance with paragraph
() above, the directors may authorise any person to execute and deliver on
his behalf the necessary stock transfer form and the Company shall receive
the purchase price on behalf of the holder of any Redeemable Preference
Shares who has not transferred his Redeemable Preference Shares and
cause the purchaser to be registered as the holder of such Redeemable
Preference Shares (subject to payment of any stamp duty). The receipt of
the Company for the purchase money shall be a good discharge to the
purchaser (who shall not be bound to see to the application thereof). The
holder of any Redeemable Preference Shares shall in such case be bound
to deliver up his certificate for such Redeemable Preference Shares to the
Company whereupon he shall be entitled to receive the purchase prce
without interest;

() on a transfer of Redeemable Preference Shares required by paragraph ()
above no member of the Company shall have any pre-emption rights
whether under these Articles or otherwise; and

(0)  dunngany perod that paragraph (j) above applied to any of the
Redeemable Preference Shares, those Redeemable Prefetence Shares may
not be transferred in any other way.

Voting

®) The holders of the Redeemable Preference Shares shall only be entitled to
vote if either

® a resolution is to be proposed abrogating, varying or modifying

' any of the rights or privileges of the holders of the Redeemable
Preference Shares (in which case they shall only be entitled to
vote on such resolution) or

(1) any Preferential Dividend is in arrears.



@ Except 1n the circumstances set out above, the holders of the Redeemable
Preference Shares shall not have the nght to receive notice of, attend,
speak or vote at any general meeting of the Company.

Definitons

(® As used in this Article

“Accrual Period” means each of the periods from and including a Relevant
Rate Date to the next Relevant Rate Date (but excluding that day) or in
respect of an accrual period in which the Subscaoption Date falls, the
Subscrption Date to the next Relevant Rate Date (but excluding that day);

“Business Day” means a day on which commercial banks and foreign
exchange markets settle payments in US$ in London;

“Class A Dividend Rate” means the rate per annum equal to the sum of 2.6
per cent. and the Class A Relevant Rate;

“Class A Preferential Dividend” means a cumulative dividend in US Dollars
on the Class A Redeemable Preference Shares in respect of the relevant
Accrual Period which shall accrue on each Class A Redeemable Preference
Share on the amount subscribed (including any premium) at the Class A
Dividend Rate on a daily basis over the relevant Accrual Period and shall be
calculated on the basis of a 365 day year and the actual number of days in
the relevant Accrual Penod;

“Class A Relevant Rate” means in relation to any Accrual Period the British
Bankers Association US Dollar Certificate of Deposit rate established at or
about 11.00am (London time) on the first day of such Accrual Perod;

“Class B Dividend Rate” means the rate per annum equal to the sum of
1.07 per cent. and the Class B Relevant Rate;

“Class B Preferential Dividend” means a cumulative dividend in US Dollars
on the Class B Redeemable Preference Shares in respect of the relevant
Accrual Period which shall accrue on each Class B Redeemable Preference
Share on the amount subscrbed (including any premium) at the Class B
Dividend Rate on a daily basis over the relevant Accrual Period and shall be
calculated on the basis of a 365 day year and the actual number of days in
the relevant Accrual Period;

“Class B Relevant Rate” means in relation to any Accrual Period the British
Bankers Association US Dollar London Interbank Offer Rate established at
11:00am (London time) on the first day of such Accrual Period;

“Listing” means the listing of any of the Company’s issued share capital on
any public securities market becoming effective at a prce which values each
Redeemable Preference Shate at not less than the nominal value of each
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Redeemable Preference Share and the amount of the premium paid on
issue for the Redeemable Preference Share;

“Relevant Rate Date” means each of 31 March and 30 September save that
if any such day is not a Business Day the next Business Day;

“Sale” means the transfer of either the whole or substantially the whole of
the Company’s issued share capital or the whole or substantially the whole
of the Company’s preference share capital at a price which values each
Redeemable Preference Share at not less than the nominal value of each
Redeemable Preference Share and the value of the premium paid on issue
for the Redeemable Preference Share; and

“Subscription Date” means the date of subscription for the Redeemable
Preference Shares.

Whenever the capital of the Company is divided into different classes of shares
the special rights attached to any class may be varied or abrogated either while the
Company is a going concern or during or in contemplation of a winding-up with
the consent in wnting of the holders of three-fourths of the issued shares of the
class or with the sanction of an extraordinary resolution passed at a separate
meeting of the holders of that class, but not otherwise. To every such separate
meeting all the provisions of these Articles relating to general meetings of the
Company or the proceedings thereat shall apply mutatis mutandis except that the
necessary quorum shall be one person at least holding or representing by proxy
one-third in nominal amount of the issued shares of the class, any holder of
shares of the class shall on a poll have one vote in respect of every share of the
class held by him and any holder of shares of the class present in petson or by
proxy may demand a poll. -

'Ditectors’ power to allot shates

Subject to any direction to the contrary which may be given by the Company in
general meeting, the directors are unconditionally authorised to allot, create, deal
with or otherwise dispose of relevant securities (within the meaning of section
80(2) of the Act) to such persons (including any director) on such terms and at
such time or times as they think fit, provided that no shares shall be issued at
discount.

Extent of directors’ power to allot shares

The maximum nominal amount of share capital which the directors may allot or
otherwise dispose of in accordance with article 4 shall be the nominal amount of
unissued share capital at the date of incorporation of the Company or such other
amount as shall be authonsed by the Company in general meeting. '



10.

Duration of directors’ power to allot shares

The authority conferred on the directors by articles 4 and 5 shall remain in force
for a period of five years from the date of incorporation of the Company and
thereafter provided this authonty is renewed from time to time by the Company
in general meeting in accordance with section 80 of the Act.

LIEN

Company’s lien

The Company shall have a first and paramount lien on every share for all monies
(whether presently payable or not) called or payable at a fixed time in respect of
that share, and the Company shall also have a first and paramount lien on all
shares registered in the name of any person (whether solely or jointly with others)
for all monies owing to the Company from him or his estate either alone or jointly
with any other person whether as 2 member or not and whether such monies are
presently payable or not. The ditectors may at any time declare any share to be
wholly or partly exempt from the provisions of this article. The Company’s lien
on a share shall extend to any amount payable in respect of it.

TRANSFER OF SHARES

Right to refuse registration

The directors may, in their absolute discretion and without giving any reason,
decline to register any transfer of any share whether or not it is a fully paid share.

PROCEEDINGS AT GENERAL MEETINGS

Quorum

No business shall be transacted at any general meeting unless 2 quorum is present.
Two persons entitled to vote upon the business to be transacted, each being a
member or 2 proxy for a member or a duly authorised representative of a
corporation, shall be a quorum.

Procedure if a quorum is not present

If a quorum is not present within half an hour of the time appointed for a general

meeting, the meeting, if convened on the requisition of members, shall be

dissolved; in any other case it shall stand adjourned to such day and at such time

and place as the directors may determine, and if at the adjourned meeting a '
-8-
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14.

quorum is not present within half an hour from the time appointed for the
meeting, the merbers present shall be a quorum.

Right to demand a poll

A poll may be demanded at any general meeting by any member (or his proxy or,
in the case of a corporation, his duly authonsed representative) entitled to vote
thereat. Regulation 46 of Table A shall be modified accordingly.

Resolution in writing

A resolution in writing such as is teferred to in regulation 53 of Table A executed
by or on behalf of 2 member may be evidenced by letter, telex, cable, electronic
mail, facsimile or otherwise as the directors may from time to time resolve.

Voting

On a show of hands or on a poll votes may be given either personally or by proxy
and regulation 54 of Table A shall be construed accordingly. In the case of a
member which is a corporation, a director, the secretary or other officer thereof
shall be deemed to be a duly authorsed reptresentative of that corporation for the
purposes of regulation 54 of Table A.

Proxies

An instrument appointing a proxy may, in the case of a corporation, be signed on
its behalf by a director, the secretary or other officer thereof ot by its duly
appointed attorney or duly authorsed representative. Regulation 60 of Table A
shall be construed accordingly. The directors may at their discretion treat a copy
of a faxed or machine made instrument appointing a proxy as an instrument of
proxy. Appointment of a proxy may be accepted by the directors even if the
instrument is deposited less than 48 hours before the time appointed for the
meeting but this power shall not prevent the directors from requiring that 48
hours’ notice be given in any particular case. An instrument of proxy may be

- revoked at any time pror to the commencement of the meeting by notice of

revocation given by such means as an instrument of proxy may be given under

these Articles. Regulation 62 of Table A shall be construed accordingly.

Participation at meetings by telephone

Members (or their proxies or representatives) participating in the manner

- descrbed in this article shall be deemed to be present in person and to be holding

a meeting.

A member (or his proxy or representative) may participate in a meeting of the
Company by means of a conference telephone or similar communicating
equipment whereby all members (or their proxies or representatives) participating

_9.
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17.

18.

19.

can hear each other. Resolutions in general meeting may be made through
participation and voting by such means even though none or only some of the
members (or their proxies or representatives) are physically present with each
other.

ALTERNATE DIRECTORS

Appointment, removal and cessation

Any director (other than an alternate director) may appoint any person to be an
alternate director and may remove from office an alternate director so appointed
by him. An altemate director shall cease to be an alternate director if his
appointor ceases to be a director.

Powers of an alternate director

If his appointor is for the time being unavailable or temporarily unable to act
through ill health or disability, the signature of an alternate director to any
resolution in writing of the directors shall be as effective as the signature of his
appointor.

Alternate acting for more than one director

When an alternate director is also a director or acts as an alternate director for
more than one director, such alternate director shall have one vote for every
director so represented by him (in addition to his own vote if he is himself a
director) and when so acting shall be considered as two directors for the purpose
of making a quorum if the quorum exceeds two.

DELEGATION OF POWERS

Commit;ees

The following sentences shall be inserted in place of the first sentence of
regulation 72 of Table A:

“The directors may delegate any of their powers to any Committee consisting of
one or more persons. Any Committee shall have the power unless the directors
direct otherwise to co-opt as 2 member or as members of the Committee for any

. specific purpose any person or persons not being a director or directors of the

Company”.

-10-
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21,

22,

24,

25.

APPOINTMENT AND RETIREMENT OF DIRECTORS

No retirement by rotation

The directors shall not be subject to retirement by rotadon and accordingly the
final two sentences of regulation 79 of Table A shall not apply to the Company. '
Casual vacancy

The Company may by ordinary resolution appoint a person who is willing to act
as a director either to fill 2 vacancy or as an additional director.

Majority shareholders’ right to appoint and remove directors

Any member or members holding a majority in nominal amount of the issued
ordma.ry share capital which confers the right to attend and vote at general
meetings may at any time appoint any person to be a director, whether as an

-additional director or to fill a vacancy, and may remove from office any director

howsoever appointed. Any such appointment or removal shall be effected by
notice in writing to the Company signed by the member or members making the
same or in the case of a corporate member signed by any director thereof or by
any person so authorsed by resolution of the directors or of any othet governing
body thereof. Any such appointment or removal shall take effect when the notice
effecting the same is delivered to the registered office or to the secretary of the
Company, or is produced at a meeting of the directors. Any such removal shall
be without prejudice to any claim which a director may have under any contract
between him and the Company.

No age limit for directors

There shall be no age limit for directors of the Company.

No directors’ shareholding requirement

A director shall not be required to hold any qualification shares in the Company.
DISQUALIFICATION AND REMOVAL OF DIRECTORS

Disqualification

Regulation 81 of Table A shall be amended by substituting for paragraphs (c) and
(e) thereof the following provisions and by the addition of the following

paragraph (f):
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27.

“(o) he becomes, in the opinion of all his co-directors, incapable by reason of
mental disorder of discharging his dutes as a director; or”

“(e) he is otherwise duly removed from office; or”

“H his resignation is requested by all his co-directors by notice delivered to
the registered office of the Company or tendered at 2 meeting of the
directors and, for this purpose, like notices each signed by a director
shall be as effective as a single notice signed by all his co-directors.”

REMUNERATION OF DIRECTORS

Ordinary remuneration and extra remuneration
Regulation 82 of Table A shall be amended by the addition of the following:

“Such remuneration shall be divided between the directots in such proportion and
manner as the directors may unanimously determine or in default of such
determination equally, except that any director holding office for less than a year
or other period for which remuneration is paid shall rank in such division in
proportion to the fraction of such year or other period duning which he has held
office. Any director who, at the request of the directors, performs special services
or goes or resides abroad for any purpose of the Company may receive such extra
remuneration by way of salary, commission or participation in profits, or partly in
one way and partly in another, as the directors may determine.”

PROCEEDINGS OF DIRECTORS

Notice to directors outside the United Kingdom
Regulation 88 of Table A shall be amended by substituting for the sentence:

“It shall not be necessary to give notice of a meeting to a director who is absent
from the United Kingdom.”

the following sentence:

“Notice of every meeting of directors shall be given to each director or his
alternate director, including directors and alternate directors who may for the time
being be absent from the United Kingdom and have given the Company their
address outside the United Kingdom”.

The final sentence of regulation 66 shall accordingly not apply to the Company.

-12-



28.

29.

30.

31

32.

Directors as corporations

Where a director is a corporation, a director, the secretary or other officer thereof
shall be deemed to be a duly authonsed representauve of that corporation for the
purposes of signing any written resolution of directors of the Company.

Resolution in writing

A resolution in writing such as is referred to in regulation 93 signed by any
relevant director, alternate director or member of a Committee may be evidenced
by letter, telex, cable, electronic mail, facsimile or otherwise as the directors may
from tdme to time resolve.

Participation at meetings by telephone

Directors (or their alternates) or other persons participating in the manner
described in this article shall be deemed to be present in person and to be holding
a meeting.

Any director (including an alternate director) or other person may participate in a
meeting of the directors or 2 Committee of which he is 2 member by means of a
conference telephone or similar communicating equipment whereby all persons
participating in the meeting can heat each other. Resolutions and decisions of the
kind normally made or taken at a physical meeting of the directors or a
Committee in accordance with these Articles can accordingly be so made or taken
in circumstances where none or only some of the directors or other persons are
physically present with each other.

Directors’ interests

Subject to such disclosure as is required by section 317 of the Act a director shall
be counted for the purposes of calculating whether there is a2 quorum and shall be
entitled to vote at a meeting of directors or of a Committee on any resolution
concerning a matter in which he has, directly or indirectly, an interest or duty
which is material and which conflicts or may conflict with the interests of the
Company.

THE SEAL

Sealing

If the Company has a seal it shall only be used with the authorty of the directors
or of a Committee. The directors may determine who shall sign any instrument to
which the seal is affixed and unless otherwise so determined it shall be signed by a
director and by the secretary or second director. The obligation under regulation

i13.



33.

34.

35.

36.

6 of Table A relating to the sealing of share certificates shall apply only if the
Company has a seal.

The directors or a Committee authorised to do so by the directors may by
telephone or telex communication or by facsimile reproduction authorise the
sectetary or any director to use the seal and the transmission of such authority
shall constitute a determination in such a case that the secretary or the designated
director above may sign any instrument to which the seal is to be affixed pursuant
to that authority, and regulation 101 of Table A shall be modified accordingly.

Execution of a document as a deed

Where the Statutes so permit, any instrument signed by one director and the
secretary or by two directors and expressed to be executed by the Company shall
have the same effect as if executed under the seal, provided that no instrament
shall be so signed which makes it clear on its face that it is intended by the person
or persons making it to have effect as a deed without the authority of the
directors or of a committee authorised by the directors in that behalf.

Official seal

In accordance with section 39 of the Act the Company may have an official seal
for use in any territory, district or place outside the United Kingdom.

NOTICES

Form of notdce

Any notice required by these Articles to be given by the Company may be given
by any written documentary form including by means of telex, cable, electronic
mail or facsimile, and a notice communicated by such forms of immediate
transmission shall be deemed to be given at the time it is transmitted to the
petson to whom it is addressed. Regulations 111 and 112 of Table A shall be

amended accordingly.

INDEMNITY

Officers’ indemnity

Subject to the provisions of the Act, but without prejudice to any indemnity to
which a director may otherwise be entitled, every director, secretary, auditor ot
other officer of the Company shall be entitled to be indemnified by the Company
against all costs, charges, expenses, losses and liabilities sustained or incurred by
him in the actual or purported execution of his duties or in the exercise or

“14-



purported exercise of his powers or otherwise in connecton with his office
including, but without prejudice to the generality of the foregoing, any liability
incurred by him mn defending any proceedings, whether cvil or ciminal, in which
judgment 1s given in his favour or in which he 1s acquitted or which are otherwise
disposed of without any finding or admission of any matenal breach of duty on
his part, or in connection with any applicadon in which relief is granted to him by
the Court from liability in respect of any act or omission done or alleged to be ‘
done by him as an officer or employee of the Company.

37. Directors’ power to purchase indemnity insurance
po p

The directors shall have power to purchase and maintain for any director, secretary, auditor
or other officer of the Company insurance against any such liability as is referred to in
section 310(1) of the Act.

-15-
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Registered No. 2367004
The Companies Acts

Public Company Limited by Shares

MEMORANDUM OF ASSOCIATION
of

NATIONAL GRID HOLDINGS ONE plc

1. 'The Company's name is “National Grid Holdings One plc”.

2. The Company is to be a public company.

3. The Company's registered office is to be situated in England and Wales.
4. *The objects f’or which the Company is established are:-

4.1 to carry on the business of a holding company and to acquire by purchase,

exchange, subscription or otherwise and to hold the whole or any part of the
shares, stocks, debentures and other securities and interests of and in any
corporations, companies, associations or firms for the time being engaged,
concerned or interested in any industry, trade or business and to promote the &
beneficial co-operation of any such corporations, companies, associations or
firms as well with one another as with the Company and to exercise in respect
of such investments and holdings all the rights, powers and pnivileges of
ownership including the right to vote thereon;

4.2 to employ the funds of the Company in the development and expansion of the
business of the Company and all or any of its subsidiary or associated
companies and in any other company whether now existing or hereafter to be
formed and engaged in any like business of the Company or any of its
subsidiary or associated companies or in any other industry ancillary thereto or
in any business which can conveniently be carried on in connection therewith;

4.3 to co-ordinate the administration, policies, management, supervising, control,
research, development, planning, manufacture, trading and any and all other
activities of, and to act as financial advisers and consultants to, any company or
companies or group of companies now or hereafter formed or incorporated or

! The Company’s name was changed from National Grid Group plc by a special resoiution passed on 7" January,
2002 which became effective on 31% January, 2002. .
% The Company's objects clause was amended by a special resolution passed on 4™ April, 1990 which became
unconditional on 5* April, 1990, and by a special resolunon passed on 17® November, 1995 which became
unconditional on 11® December, 1995.



4.4

4.5

4.6

47

4.8

acquired which may be or may become related or associated in any way with
the Company or with any company related or associated therewith and either
without remuneration or on such terms as to remuneration as may be agreed;

to guarantee the payment of dividends on any shares in the capital of any of the
corporations, companies or associations in which the Company has or may at
any time have an interest, and to become surety in respect of, endorse, or
otherwise guarantee the payment of, the principal of or interest on any shares,
scrip, bonds, coupons, mortgages, debentures, debenture stock, securities,
notes, acceptances, drafts, bills of exchange or evidence of indebtedness issued
or created by any such corporations, companies or associations;

to become surety for or guarantee the carrying out and performance of, any and
all contracts, leases and obligations of every kind, of any corporation, company
or association, any of whose shares, scrip, bonds, coupons, mortgages,
debentures, debenture stock, securities, notes, drafts, acceptances, bills of
exchange or evidence of indebtedness, are at any time held by or for the
Company, or in which the Company is interested or with which it is associated,
and to do any acts or things designed to protect, preserve, improve or enhance
the value of any such shares, scrip, bonds, coupons, mortgages, debentures,
debenture stock, securities, notes, drafts, bills of exchange or evidence of
indebtedness; :

to organise, incorporate, reorganise, finance, aid and assist, financially or
otherwise, companies, corporations, syndicates, partnerships, associations and
firms of all kinds and to underwrite or guarantee the subscription of, shares,
stocks, debentures, debenture stock, bonds, loans, obligations, securities or
notes of any kind, and to make -and carry into effect arrangements for the issue,
underwriting, resale, exchange or distribution thereof,

to carry on the business of land and property developers of every and any
description and to acquire by purchase, lease, concession, grant, licence or
otherwise such lands, buildings, leases, underleases, rights, privileges, stocks,
shares and debentures in public or private companies, corporate or
unincorporate, policies of insurance and other such property as the Company
may deem fit and shall acquire the same for the purposes of investment and
development and with a view to receiving the income therefrom; and to enter
into any contracts and other arrangements of all kinds with persons having
dealings with the Company on such terms and for such periods of time as the
Company may from time to time determine, on a commission or fee basis or
otherwise, and to carry on any other trade or business, whatever, of a like and
similar nature; '

to carry on all kinds of promotion business and, in particular, to form,
constitute, float, lend money to, assist, manage and control any companies,
associations or undertakings whatsoever and to market, advertise or promote
goods, services, material (tangible or intangible) or any other thing whatsoever;



4.9

4.10

4.11

4.12

4.13

4.14

4.15

4.16

4.17

to vary the investients and holdings of the Company as may from time to time
be deemed desirable; '

to act as trustee of any kind including trustee of any deeds constituting or
securing any debentures, debenture stock or other secunities or obligations and
to undertake and execute any trust or trust business (including the business of
acting as trustee under wills and settlements), and to do anything that may be
necessary or assist in the obtaining of any benefit under the estate of an
individual, and also to undertake the office of executor, administrator,
secretary, treasurer or registrar or to become manager of any business, and to
keep any register or undertake any registration duties, whether in relation to
securities or otherwise;

to provide technical, cultural, artistic, educational, entertainment or business
maternial, facilities, information or services and to carry on any business
involving any such provision;

to carry on the business of commission agents, factors, general merchants and
dealers in every description of goods, exporters and importers, concessionaries,
wholesale and retail traders, carriers, warehousemen, designers, advertising
contractors or agents, or trustees, brokers or agents for any company;

to manufacture, develop, process, refine, repair, purchase, sell, export, import,
deal in or let on hire all kinds of goods, substances, articles, services and
material (tangible or intangible) of any kind which may be advantageous to the
Company or which any of the customers or other companies having dealings
with the Company may from time to time require;

to pfbvide services of any kind including the carrying on of advisory,
consultancy, brokerage and agency business of any kind;

to acquire and carry on any business carried on by a subsidiary or a holding
company of the Company or another subsidiary of a holding company of the
Company;

to enter into any arrangements with any government or authority or person and
to obtain from any such government or authority or person any legislation,
orders, rights, privileges, franchises and concessions and to carry out, exercise
and comply with the same;

to purchase, take on lease or in exchange, hire, renew, or otherwise acquire and
hold for any estate or interest, and to sell, let, grant licences, easements, options
and other rights over or otherwise deal with or dispose of, in whole or in part,
any lands, buildings, machinery, rights, stock-in-trade, business concerns,
choses in action, and any other real and personal property of any kind including
all of the assets of the Company and to perform any services or render any
consideration and to construct, equip, alter and maintain any buildings, works
and machinery necessary or convenient for the Company's business and in each

. 3.
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4.18

4.19

4.20

421

422

4.23

case for any consideration (including in particular but without detracting from
the generality of the foregoing for any securities or for a share of profit or a
royalty or other periodical or deferred payment);

to enter into partnership or any other arrangement for sharing profits or joint
venture or co-operation with any company carrying on, engaged in or about to '
carry on or engage in any business or transaction capable of being conducted so
as directly or indirectly to benefit the Company, and to subsidise or otherwise
assist any such company;

to invest money of the Company (or any of its subsidiaries) in any investments
and to hold, sell or otherwise deal with investments or currencies or other
financial assets and to carry on the business of an investment company;

~ to lend or advance money or otherwise give credit or provide financial

accommodation to any company with or without security and to deposit money
with any company and to carry on the business of a banking, finance or
insurance company; '

for any reason whatsoever to mortgage, charge, pledge or otherwise secure,
either with or without the Company receiving any consideration or advantage,
all or any part of the undertaking, property, assets, rights and revenues present
and future and uncalled capital of the Company and to guarantee, indemnify or
otherwise support or secure, either with or without the Company receiving any
consideration or advantage and whether by personal covenant or by
mortgaging, charging, pledging or otherwise securing all or any part of the
undertaking, property, assets, rights and revenues present and future and
uncalled capital of the Company or by any or all such methods or by any other
means whatsoever, the liabilities and obligations of any person, firm or
company including but not limited to any company which is for the time being
a subsidiary or a holding company of the Company or another subsidiary of a
holding company of the Company or otherwise associated with the Company;

to borrow and raise money and accept money on deposit and to secure or
discharge any debt or obligation of or binding on the Company or any other
company and in particular by mortgaging or charging all or any part of the
undertaking, property and assets (present or future) and the uncalled capital of
the Company, or by the creation and issue, on such terms as may be thought
expedient, of securities of any description;

to undertake interest rate and currency swaps, options, swap option contracts,
forward exchange contracts, forward rate agreements, futures contracts or other
financial instruments including hedging agreemerits and derivatives of any kind
and all or any of which may be on a fixed and/or floating rate basis and/or in
respect of Sterling, any other currencies, basket of currencies including but not
limited to European Currency Units (as the same may from time to time be
designated or constituted) or commodities of any kind and in the case of such
swaps, options, swap option contracts, forward exchange contracts, forward

v 4.



4.24

425

4.26

427

4.28

4.29

430

rate agreements, futures contracts or other financial instruments including
hedging agreements and derivatives of any kind they may be undertaken by the
Company on a speculative basis or otherwise;

to undertake any transaction which is a rate swap transaction, basis swap,
forward rate transaction, commodity swap, commodity option, equity or equity'
index swap, equity or equity index option, bond option, interest rate option,
foreign exchange transaction, cap transaction, floor transaction, collar
transaction, currency swap transaction, cross-currency rate swap transaction,
currency option or any other similar transaction (including any option with
respect to any of these transactions) or combination of these transactions and
whether for the purposes of risk management, on a speculative basis or
otherwise;

to draw, make, accept, indorse, discount, execute, issue, negotiate and deal in
promissory notes, bills of exchange, shipping documents and other instruments
and securities (whether negotiable, transferable or otherwise) and to buy, sell
and deal in foreign currencies; '

to buy, sell, export, manufacture and deal in all kinds of goods, stores and

equipment whether in connection with any of the above activities or otherwise
and to act as agents for all purposes;

to apply for, purchase or otherwise acquire any patents, licences, concessions,
privileges and like rights, conferring a non-exclusive or exclusive or limited

- right to use, or any secret or other information as to any invention which is

capable of being used for any of the purposes of the Company, or the
acquisition of which may seem calculated directly or indirectly to benefit the -
Company and to use, exercise, develop, grant licences in respect of, or
otherwise turn to account, the rights and information so acquired;

to apply for and take out, purchase or otherwise acquire, sell, licence, transfer,
deal or trade in any way in trade marks and names, service marks and names,
designs, patents, patent rights, inventions, secret processes, know-how and
information and any form of intellectual property and to carry on the business
of an inventor, designer or research organisation,

to sell, improve, manage, develop, lease, mortgage, let, charge, dispose of, turn
to account, or otherwise deal with all or any part of the undertaking or property
or rights of the Company, and to sell the undertaking of the Company, or any
part thereof for such consideration as the Company may think fit, and in
particular for cash, shares, debentures or debenture stock or other obligations,
whether fully paid or otherwise, of any other company;

to issue and allot securities of the Company for cash or in payment or part
payment for any real or personal property purchased or otherwise acquired by
the Company or any services rendered to the Company or as security for any
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4.31

432

4.33

4.34

4.35

obligation or amount (even if less than the nominal amount of such securities)
or for any other purpose;

L
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to give any remuneration or other compensation or reward for services rendered
or to be rendered in placing or procuring subscriptions of, or otherwise
assisting in the issue of, any securities of the Company or in or about the
formation of the Company or the conduct or course of its business, and to
establish or promote, or concur or participate in establishing or promoting, any
company, fund or trust and to subscribe for, underwrite, purchase or otherwise
acquire securities of any company, fund or trust and to carry on the business of
company, fund, trust or business promoters or managers and of underwriters or
dealers in securities, and to act as director of, and as secretary, manager,
registrar or transfer agent for, any other company;

to grant or procure the grant of donations, gratuities, pensions, annuities,
allowances, or other benefits, including benefits on death, to any directors,
officers or employees or former directors, officers or employees of the
Company or any company which at any time is or was a subsidiary or a holding
company of the Company or another subsidiary of a holding company of the
Company or otherwise associated with the Company or of any predecessor in
business of any of them, and to the relations, connections or dependants of any
such persons, and to other persons whose service or services have directly or
indirectly been of benefit to the Company or whom the board of directors of the
Company considers have any moral claim on the Company or to their relations,
connections or dependants, and to establish or support any funds, trusts,
insurances or schemes (including in particular but without detracting from the
generality of the foregoing any trust or scheme relating to the grant of any
option over, or other interest in, any share in the capital of the Company or of :
any other company, or in any debenture or security of any corporation or , ;
company, including the Company) or any associations, institutions, clubs or
schools, or to do any other thing likely to benefit any such persons or otherwise
to advance the interests of such persons or the Company or its members, and to
subscribe, guarantee or pay money for any purpose likely, directly or indirectly,
to further the interests of such persons or the Company or its members or for ' :
any national, charitable, benevolent, educational, social, public, general or

useful object;

to promote or assist in promoting any company or companies in any part of the
world and to subscribe shares therein or other securities thereof for the purpose
of carrying on any business which the Company is authorised to carry on, or for
any other purpose which may seem directly or indirectly calculated to benefit
the Company; SR

to amalgamate with any other company in any manner whatsoever (whether
with or without a liquidation of the Company); '

to procure the Company to bé'registered or recognised in any country or place
in any part of the world;



4.36

4.37

4.38

4.39

4.40

4.4]

442

~ are or were at any time directors, officers, employees or auditors of the

_indemnify or to exempt any such person against or from any such liability. For

to cease carrying on or wind-up any business or activity of the Company, and to
cancel any registration of and to wind-up or procure the dissolution of the
Company in any state or territory;

to compensate for loss of office any directors or other officers of the Company
and to make payments to any persons whose office, employment or duties may'
be terminated by virtue of any transaction in which the Company is engaged;

to pay out of the funds of the Company the costs, charges and expenses of and

incidental to the formation and registration of the Company, and any company >
promoted by the Company, and the issue of the capital of the Company and any

such other company and of and incidental to the negotiations between the

promoters preliminary to the formation of the Company, and also all costs and

expenses of and incidental to the acquisition by the Company of any property

or assets and of and incidental to the accomplishment of all or any formalities

which the Company may think necessary or proper in connection with any of

the matters aforesaid;

to effect insurances against losses, damages, nisks and liabilities of all kinds
which may affect the Company or any subsidiary of it or company associated
with it or in which it is or may be interested;

to purchase and maintain insurance for or for the benefit of any persons who

Company, or of any other company which is its holding company or in which
the Company or such holding company has any interest whether direct or
indirect or which is in any way allied to or associated with the Company or of
any subsidiary undertaking of the Company or of any such other company, or
who are or were at any time trustees of any pension fund in which any
employees of the Company or of any such other company or subsidiary ,
undertaking are interested, including (without prejudice to the generality of the
foregoing) insurance against any liability incurred by such persons in respect of
any act or omission in the actual or purported execution and/or discharge of
their powers and/or otherwise in relation to their duties, powers or offices in
relation to the Company or any such other company, subsidiary undertaking or
pension fund and to such extent as may be permitted by law otherwise to

the purposes of this clause “holding company” and “subsidiary undertaking”
shall have the same meanings as in the Companies Act 1985 (as amended);

to act as directors or managers of or to appoint directors or managers of any
subsidiary company or of any other company in which the Company is or may
be interested; o '

to contribute by donation, subscription, guarantee or otherwise to any public,
general, charitable, political or useful object whatsoevgr;_



4.43

4.44

4.45

4.46

to distribute among the members in cash, specie or kind any property of the
Company, or any proceeds of sale or disposal of any property of the Company,
but so that no distribution amounting to a reduction of capital be made except
with the sanction (if any) for the time being required by law;

to do all or any of the above things in any part of the world, and either as
principals, agents, trustees, contractors or otherwise and either alone or in |
conjunction with others, and either by or through agents, sub-contractors,
trustees, subsidiaries or otherwise;

to carry on any other activity and do anything of any nature which in the
opinion of the board of directors of the Company is or may be capable of being
conveniently carried on or done by the Company in connection with the above,
or may seem to the Company calculated directly or indirectly to enhance the
value of or render more profitable all or any part of the Company’s undertaking,
property or assets or otherwise to advance the interests of the Company or any
of its members; and

to do all such things as in the opinion of the board of directors of the Company

- are or may be incidental or conducive to the above objects or any of them.

And it is hereby declared that for the purposes of this clause:-

(a) the word “company” shall (except where referring to this Company)
be deemed to include any person or partnership or other body of
persons, whether incorporated or not incorporated, and whether
formed, incorporated, resident or domiciled in the United Kingdom or

elsewhere;

(b) “associated companies” shall mean any two or more companies if one
has control of the other or others, or any person has control of both or
all of them;

(¢) . “securities” shall include any fully, pa>rtly‘o'r nil paid or no par value

share, stock, unit, debenture or loan stock, deposit receipt, bill, note,
warrant, coupon, right to subscribe or convert, or similar right or

obligation;
(d) “and” and “or” shall mean and/or
(e) “other” and “otherwise” shall not be construed ejusdem generis where

a wider construction is p0851b1e, and

® the objects specified in each paragraph of thlS clause shall, except if at
all where otherwise expressed, be in no way limited or restricted by
reference to or inference from the terms of any other paragraph or the
name of the Company or the nature of any business carried on by the
Company or the order in which such objects are stated, but may be
carried out in as full and ample a manner and shall be construed in as

>~ -8-
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wide a sense as if each of the said paragraphs defined the objects of a
separate, distinct and independent company.

e

5. The hability of the members is limited.

6. ’The capital of the Company was, by virtue of a Special Resolution of the

Company and with the sanction of an Order of the High Court of Justice dated
25 January, 2002, reduced from £250,000,001 divided into 2,125,000,000
ordinary shares of 11'%/,; pence each and the special rights non-voting
redeemable preference share of £1 to £73,760,387.41 divided into 626,963,293
ordinary shares of 11'*/;; pence each by the cancellation and extinguishment of
the 1,498,036,707 issued ordinary shares of 1 113/17 pence each and the one
special rights non-voting redeemable preference share of £1.

N Ly e

o8 xhch

The Special Resolution further provided for the creation of one B share of £1
and 1,498,036,707 ordinary shares of 1 1‘3/17pence each to take effect upon the
reduction of capital taking effect. Accordingly, by virtue of a Scheme of
Arrangement sanctioned by the said Order and the said Special Resolution on
the date of registration of this Minute (being 31% January, 2002), the share
capital is £250,000,001 divided into 2,125,000,000 ordinary shares of 11 i
pence each and cne B share of £1.

AR PO R

* The authorised share capital was changed from £50,000 divided into 50,000 shares of £1 each to £50,000 divided -
into 50,000 shares of £1 each and one special right redeemable preference share of £1 by a resolution passed on4*
April, 1990 which became unconditional on 5™ April 1990.

On 31st October, 1990, the 50,000 issued ordinary shares of £1 each were sub-divided into 500,000 ordinary shares
of 10p each and the authorised share capital of the Company increased to £50,000,001 by the creation of 499,500,000
new ordinary shares of 10p each.

The authorised share capital of the Company was increased from £50,000,001 to £250,000,001 by thevcreanon of
2,000,000,000 new ordmary shares of 10p each by a resolution passed on 17 November, 1995 which became
unconditional on 11 December, 1995.

In February 1998, the share capital of the Company was consolidated on the basis of 17 new 11 13/, ordinary shares
for every existing 10p ordinary share

On 31" January, 2002, the share capital of the Company was by virtue of a reso]unon passed on 7% January, 2002 and
with the sanction of an Order of the High Court of Justice dated 25™ January, 2002 reduced by the cancellation and
extinguishment of the 1,498,036,707 issued ordinary shares of 11'/,; pence each and the one special rights non-
voting redeemable preference share of £1.

On 31" January, 2002, the share capital of the Company was by virtue of a resolution passed on 7™ January, 2002
also increased by the creation of one B share of £1 and 1,498,036,707 ordinary shares of 11'%/;; pence each to take
effect upon the reduction of capital taking effect.



WE, the subscribers to this memorandum of association, wish to be formed into a
Company pursuant to this memorandum and we respectively agree to take the number of

shares shown opposite our respective names.

)

Subscribers Number of shares taken
by each subscriber
1. Signature: Rackett One
Full name: William Francis Sebastian Rickett
Address: Duncan Terrace, London, N1 8BZ
2.  Signature: _ Pascho One
Full name: David Frederick Pascho
Address: Derwent Road, Whitton,
Twickenham, Middlesex, TW2
7HQ
Total shares taken: Two

Dated 9™ March, 1989

‘Witness to the above si gnatures

Signature of Witness: B.G. Johnson

Full name: Berenice Germaine Johnson,
Wessex Drive, Erith, Kent, DAS
Address: 3AH -

Civil Servant
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The Companies Acts

Public Company Limited by Shares

ARTICLES OF ASSOCIATION
of

NATIONAL GRID HOLDINGS ONE plc

DEFINITIONS AND INTERPRETATION

1.  Definitions

In these Articles and the applicable regulations of Téble A (as defined below)
‘the following words and expressions have the meanings set opposite them:

“Act” . the Companies Act 1985 and any reference
herein to any provision of the Act shall be
deemed to include a reference to any statutory
modification or re-enactment of that provision
for the time being in force

“Committee” a committee of the board of directors of the
Company duly appointed pursuant to these
Articles

“National Grid Group” the company called National Grid Group plc

with registered number 4031152

“Scheme” the scheme of arrangement dated 10 December
2001 proposed between the Company, the
Scheme Shareholders (as defined in the
Scheme) and the Special Shareholder (as
defined in the Scheme), in its original form or
with or subject to any modification, addition or
condition approved or imposed by the Court
(as defined in the Scheme)

“Statutes™ every statute (including any statutory
instrument, order, regulation or subordinate
legislation made under it) for the time being in
force concemning companies and affecting the
Company

_ 1.
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“Table A” Table A in the Schedule to the Companies
(Tables A to F) Regulations 1985 as amended
by the Companies (Tables A to F)
(Amendment) Regulations 1985

“these Articles” these articles of association as originally
adopted or as altered from time to time

Words importing the singular number include the plural number and vice versa,
words importing one gender include all genders and words importing persons
include bodies corporate and unincorporated associations. Headings to these
Articles are inserted for convenience and shall not affect their construction.

2. Table A

The regulations contained in Table A shall apply to the Company except in so

far as they are excluded by or are inconsistent with these Articles. Regulations
8,24, 41, 65, 67, 73 to 78 (inclusive), 80, 94 to 98 (inclusive), 101 and 118 of
Table A shall not apply to the Company.

SHARE CAPITAL

3. Shares

The share capital of the Company is £250,000,001 divided into 2,125,000,000
ordinary shares of 11 By pence each and one B share of £1. The B share of £1
shall rank pari passu in all respects with the ordinary shares of 11 13/,7 pence
each. ' :

4. Directors’ power to allot shares

Subject to any direction to the contrary which may be given by the Company in

general meeting, the directors are unconditionally authorised to allot, create,

deal with or otherwise dispose of relevant securities (within the meaning of
-section 80(2) of the Act) to such persons (including any director) on such terms

and at such time or times as they think fit, provided that no shares shall be.
issued at a discount.

5. Extent of directors’ power to allot shares

The maximum nominal amount of share capital which the directors may allot

or otherwise dispose of in accordance with article 4 shall be the nominal

amount of unissued share capital at the date of incorporation of the Company or

such other amount as shall be authorised by the Company in general meeting. S

o
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Duration of directors’ power to allot shares

The authority conferred on the directors by articles 4 and 5 shall remain in
force for a period of five years from the date of incorporation of the Company
and thereafter provided this authority is renewed from time to time by the
Company in general meeting in accordance with section 80 of the Act.

LIEN

Company’s lien

The Company shall have a first and paramount lien on every share for all
monies (whether presently payable or not) called or payable at a fixed time in
respect of that share, and the Company shall also have a first and paramount
lien on all shares registered in the name of any person (whether solely or jointly
with others) for all monies owing to the Company from him or his estate either
alone or jointly with any other person whether as a member or not and whether
such monies are presently payable or not. The directors may at any time
declare any share to be wholly or partly exempt from the provisions of this
article. The Company’s lien on a share shall extend to any amount payable in
respect of it.

TRANSFER OF SHARES

Right to refuse registration
The directors may, in their absolute discretion and without giving any reason,

decline to register any transfer of any share whether or not it is a fully paid
share.

PROCEEDINGS AT GENERAL MEETINGS

Quorum

No business shall be transacted at any general meeting unless a quorum is
present. Two persons entitled to vote upon the business to be transacted, each
being a member or a proxy for a member or a duly authorised representative of
a corporation, shall be a quorum.

Procedure if a quorum is not present

If a quorum is not present within half an hour of the time appointed for a

general meeting, the meeting, if convened on the requisition of members, shall
be dissolved; in any other case it shall stand adjourned to such day and at such
time and place as the directors may determine, and if at the adjourned meeting

3.
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a quorum 1s not present within half an hour from the time appointed for the
meeting, the members present shall be a quorum.

Right to demand a poll

A poll may be demanded at any general meeting by any member (or his proxy
or, in the case of a corporation, his duly authorised representative) entitled to
vote thereat. Regulation 46 of Table A shall be modified accordingly.

Resolution in writing

A resolution in writing such as is referred to in regulation 53 of Table A
executed by or on behalf of a member may be evidenced by letter, telex, cable,

electronic mail, facsimile or otherwise as the directors may from time to time
resolve.

Voting

On a show of hands or on a poll votes may be given either personally or by
proxy and regulation 54 of Table A shall be construed accordingly. In the case
of a member which is a corporation, a director, the secretary or other officer
thereof shall be deemed to be a duly authorised representative of that
corporation for the purposes of regulation 54 of Table A.

. Proxies

~ An instrument appointing a proxy may, in the case of a corporation, be signed

on its behalf by a director, the secretary or other officer thereof or by its duly
appointed attorney or duly authorised representative. Regulation 60 of Table A

~shall be construed accordingly. The directors may at their discretion treat a

copy of a faxed or machine made instrument appointing a proxy as an
instrument of proxy. Appointment of a proxy may be accepted by the directors
even if the instrument is deposited less than 48 hours before the time appointed
for the meeting but this power shall not prevent the directors from requiring
that 48 hours’ notice be given in any particular case. An instrument of proxy
may be revoked at any time prior to the commencement of the meeting by
notice of revocation given by such means as an instrument of proxy may be
given under these Articles. Regulation 62 of Table A shall be construed
accordingly. . ‘
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Participation at meetings by telephone

Members (or their proxies or representatives) participating in the manner
described in this article shall be deemed to be present in person and to be
holding a meeting.

A member (or his proxy or representative) may participate in a meeting of the
Company by means of a conference telephone or 